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e 2B. R in The 
By Clifton R Tooke, dr: 


Venezuela shares with many other Latin nations the challeng- 
ing development problem of rapid population increases versus 
slow development of agricultural resources. With a rich re- 
source in oil, however, Venezuela has become the paradox of a 
nation with one of the highest per capita government revenues 
in the world and two-thirds of its population with a substandard 
living. Despite increased wealth from taxes and royalties in oil, 
Venezuelan agricultural productivity and development has failed 
to keep pace with population increases thereby placing greater 
dependence upon her oil income to pay for imported food and 
vital machinery. 

Thus, in a sense, Venezuela has followed the prevailing mono- 
cultural tendencies of many South and Central American nations 
with an overbalanced dependence upon a single “crop’”—oil. A 
typical example is meat. While national meat and poultry pro- 
duction dropped from 78,000 metric tons in 1946 to 73,000 in 
1948, imported meats rose 125% from 8,000 metric tons to 
18,000 in the same period.!. Any added increase in the present 
Venezuelan population of 4 to 5 million without increased agri- 
cultural development will produce even greater dependence upon 
oil to pay for vital food imports. 

The Venezuelan government has been keenly aware of the 
role it must play in “sowing the oil” for agricultural develop- 
ment. Over $250 million are budgeted each year for the Minis- 
tries of Development, Public Works, Education, Public Health, 
and Agriculture; these five items alone represent 42% of the 


*Mr. Wharton is a program analyst in the American International 
Association for Economic and Social Development. 

1 Estimates based on statistics from the Direccién General de Estadistica, 
Corporacién Venezolana de Fomento and the Banco Agricola y Pecuario. 
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Venezuelan government income. Many underdeveloped nations 
in Latin America are enviously watching Venezuela, for she 
has the wealth of which they have only dreamt. Venezuela’s 
success or failure in the use of her wealth to develop fully will 
become the augury of the other nations. As an expert in the 
Corporacién Venezolana de Fomento put it, “If Venezuela can’t 
do it, no other underdeveloped Latin nation can.” 

How to resolve the complex problems of agricultural develop- 
ment—such as over-worked land, poor farming practices, inade- 
quate agricultural credit facilities, and low productivity of the 
agricultural population—has become a major issue in the de- 
velopment of a sound economy for Latin America. If the farm- 
ers of Venezuela or those of any other underdeveloped nation 
south of the Rio Grande can achieve the full realization of their 
potential productivity, increased population would be converted 
from a liability into an asset. 

In an attempt to combat several phases of this vital problem, 
the American International Association for Economic and Social 
Development has joined with the Venezuelan government in 
inaugurating the Consejo de Bienestar Rural, Rural Welfare 
Council, commonly known as “‘CBR.” 

The role of AIA, a non-profit corporation whose President 
is Mr. Nelson A. Rockefeller, is to evolve new patterns of inter- 
national cooperation whereby peoples throughout the world may 
achieve their desire for self-improvement through technical as- 
sistance programs covering such activities as improving produc- 
tive facilities, bettering rural community services, enlarging 


2 The immediacy of this problem was shown by population expert Kings- 
ley Davis at the 1948 Inter-American Conference at Denver when he pointed 
out that the relation of food supplies to population in the next 50 years 
shows the need for correlative development of agriculture. The present 
combined population of the U. S. and Canada is 158 million; south of the 
Rio Grande, 152 million. In the next 50 years the U. S.-Canadian popula- 
tion will increase to 180 million; while below the Rio Grande the population 
will swell to the startling total of 300 to 370 million. The increased food 
supply required for that increase in population below the Rio Grande 
will equal the total present wheat crop of the U. S. and Canada. 

Davis, Kingsley. Population and Resources in the Americas, paper pre- 
sented to Inter-American Conference on Conservation of Renewable Natural 
Resources, Denver, Colorado, September 7-20, 1948, p. 11, 12 and 13. 
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educational opportunities and disseminating information for m- 
proving nutrition and health. AIA has been conducting these 
fore-runners of “Point Four” in Brazil and Venezuela for the 
past three years in cooperation with their respective govern- 
ments. Cooperation extends from finance to personnel. Thus 
far, Venezuelan programs include a national nutrition informa- 
tion program, a training program in practical agriculture, short- 
term research programs in selected technical problems, a farm- 
to-market road program for isolated agricultural communities, 
and the CBR rural development program. 

The Venezuelan Ministry of Agriculture is represented in 
CBR by the Instituto Agrario Nacional (IAN). IAN has broad 
powers to transform the agrarian structure of the country by 
the effective incorporation of farmers into the process of na- 
tional production, to encourage agricultural and livestock pro- 
duction, to redistribute land, to organize better and to extend 
wider agricultural credit, and to improve the living conditions 
of farmers. With such similar aims, IAN and AIA found it 
mutually beneficial to coordinate some of their activities through 
the joint mechanism of CBR. 

The Consejo de Bienestar Rural was established in July, 1948 
for three years with an initial capitalization of $1,000,000—half 
contributed by AIA and half by the Ministry of Agriculture. A 
sliding scale is included in the charter whereby AIA’s first 
contributions are larger than those of the Ministry, but gradually 
decrease as the Venezuelan contributions increase. On the basis 
of CBR’s success to date the original capitalization was recently 
increased to $1,650,000 to provide for an extension of CBR 
activities to new areas. Through graduated contributions CBR 
becomes more and more an exclusively Venezuelan agency until 
it becomes totally Venezuelan when AIA assistance is no longer 
needed.® 

The objective of CBR, as its name implies, is the betterment 
of rural areas of Venezuela which hold two-thirds of the total 
population. In these areas, the majority of the population lives 


3 The principle of this joint operation was first established by the 
Rockefeller Foundation in its work on yellow fever in various parts of 
the world; this same device known as a “servicio” is also used by the 
Institute of Inter-American Affairs. 
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on 300,000 odd farms of which over 60% are operated by ten- 
ants, sharecroppers, and squatters or conuqueros, while only 
40% are owner-operated.’ 

More efficient production by the individual and his family is 
the key to the CBR program. The process involves such methods 
as technical guidance, supervised credit, and training and edu- 
cation through community services. The aim is to stimulate 
efficient production through better utilization of resources by 
the individual and his family thereby strengthening his economic 
base and increasing his income. 

Since Venezuela provided a wide variation of regional areas, 
it was felt important to establish operations in several different 
communities, each of which would be typical of a regional prob- 
lem or regional opportunities. Areas of operation selected were 
therefore intentionally typical of broader regions, providing each 
local CBR office with an expansible base for a larger and broader 
program. To date local offices of CBR have been established in: 


(1) The District of Capacho in the State of Tachira—an 
Andean area characterized by small farms and inadequate 
community, educational, credit, and health facilities; 

(2) The island of Margarita in the State of Nueva Esparta 
—an overpopulated area with inadequate resources; 

(3) A good land area in the State of Carabobo, around Lake 
Valencia—an area which contains a considerable amount of 
government owned land and many landless people; 

(4) El Tocuyo in the State of Lara—an area which offers 
an opportunity to increase the output of cane and coffee 
through assistance to farm laborers, small farmers and large 
sugar cane producers; and, 

(5) An area in the ranching country near Ciudad Bolivar 
in the State of Bolivar. 


Local CBR offices are established in each area staffed with 
U. S. experts in rural farm and home problems, Venezuelan 
technicians, and Venezuelan apprentices. Through this device 
of mixed personnel the Venezuelan technicians and apprentices 
are trained to assume eventual responsibility for the entire 
operation. Placing the local offices in such close contact with 
area problems has heightened the comprehensiveness of the 


4 These figures are based on the 1947 Census. 
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operation and increased effectiveness of the program at the 
‘grass-roots’ level. 

Tachira, high in the western mountain plateau, is representa- 
tive of conditions in much of the slopes along the Andean chain 
from Colombia south to Chile. The District of Capacho is 
essentially mountainous with a minor percentage of relatively 
level land. Most of the farming is on steep inclines presenting 
problems in soil conservation. 

The district has the heaviest population density of all rural 
areas in the state. As a result, well over 50% of the total land 
area of Capacho is either devoted to agriculture or has been 
retired from use because of destructive erosion. Principal prod- 
ucts are corn, cane, potatoes, yucca, beans, onions, bananas, and 
a variety of green vegetables—all of which require considerable 
hand labor on the steep Andean slopes. 

The usual arrangement is to work the land on thirds or on 
halves (sharecropping). On thirds, the owner supplies the land 
and the worker supplies the seed and labor with the owner 
receiving one-third of the crop. An owner who also supplies 
the money for seed receives one-half the crop or a la media. As 
a result of these sharecropping practices and the area’s geo- 
graphy, the predominant size of most farms is either extremely 
small in the hands of a farm family large enough to work the 
steep land entirely by themselves, or very large in the hands 
of a rich landowner who farms out small plots a la tercia. 

Although CBR operates on a community or area basis, its 
program is focused on the family and its needs. Thus, CBR 
seeks to achieve its broad objectives by services to the individ- 
ual and the family, through them to the community and finally 
through the cumulative effect of numerous communities to the 
economic and social development of Venezuela as a whole. 

The key to this method is supervised credit with a farm and 
home plan as its base. This method can best be illustrated by a 
typical CBR case in the State of Tachira. José Rodriguez owned 
one and a half hectares and rented three nearby. For such a 
farmer there was little prospect of an adequate income from his 
land not only due to its small size, but the high cost of renting 
and farming the extra land. José felt there was little chance 
of improvement for his wife Maria and their ten children until 
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he happened to attend a free movie show put on by CBR. When 
he heard the CBR representatives explain the CBR program he 
asked them to visit his farm. 

Three CBR experts visited his farm two days later. The U. S. 
and Venezuelan technicians toured his farm asking about his 
crops, markets, income, soil and livestock. Meanwhile, the home 
economist became acquainted with Maria and the children. 

Before making out the Farm and Home Plan and the applica- 
tion for credit, the technicians explained CBR and supervised 
credit in general terms, and the technical assistance and services 
which would be available to him from CBR whether his loan 
application were approved or rejected. CBR’s role in super- 
vised credit, in addition to the planning of José’s farm operation 
is to supply frequent advice and assistance in the use of his credit 
and the operation of his farm. 

The farm and home plan formed the technical basis of José’s 
formal application for credit. It contained a detailed study of 
the enterprises to be conducted during the crop year and took 
into account the practical organization of farm and home to be 
followed, the actual amount of credit needed, and where the 
credit would prove most useful. José’s farm plan called for a 
decrease in his major crop of corn with an increase in a variety 
of vegetables such as beans, cabbages, sugar cane and especially 
onions. This plan called for an income of Bs. 8,369 (Bs. 3 equals 
approximately $1) from crops and livestock. His credit needs 
were Bs. 600—Bs. 250 for seed and Bs. 350 for a cow and a 
sprayer. Since his home had but one room the CBR woman 
planned a new room to be added to the building, a home garden, 
the building of a crib for the baby and the construction of a 
sanitary privy. 

José’s application for assistance was then approved by an 
Advisory Committee, composed of local leaders who deemed him 
eligible in terms of his reputation for honesty, experience, and 
industry. The formal application for credit with the farm and 
home plan was then submitted to the bank and approved. 

To provide a source of funds for the establishment of super- 
vised credit for the areas where CBR operates, CBR entered 
into an agreement with BAP (Banco Agricola y Pecuario) in 
1948. Under this agreement CBR provides the technical super- 
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vision and planning of credit operations in the communities, 
while BAP supplies the loan funds and related banking facilities. 
The types of loans offered are sufficiently broad in scope to cover 
the farm and home needs of all types of agricultural people. 

In effect, this agreement seeks to shift from a _ security- 
available loan basis to a repayment-ability loan basis. The CBR 
experts, as in José’s case, determine the farmer’s needs and the 
farmer receives credit on the basis of his ability to repay under 
a planned and supervised farm operation rather than on the 
basis of the value of security which he already has to offer. The 
repayment rate is geared to the farmer’s income during a crop 
year—if he has a poor year, he pays less; if he has a good year, 
he can pay more. 

The demand for supervised credit in CBR areas recently re- 
sulted in a special Bs 2 million fund to be used solely for 
supervised credit operations. 

José’s loan today is paid in full. In 1949 his net worth was 
Bs 5,824. Today it is Bs 7,991. He now farms 8 hectares com- 
pared to 414 last year. He has bought an additional hectare of 
land and rents five and a half. He has already secured a second 
loan of Bs 950 and has a planned income of Bs 14,365 from 
crops and livestock, with special emphasis on onions. 

Part of his new loan was to rebuild his kitchen. Already the 
new kitchen has a zinc roof, cement floor, stove with chimney 
and cupboards for food and dishes. The latter were made at the 
CBR Center in Peribeca where his wife and children attend 
some of the classes in diet, sewing, household carpentry and 
canning. The family has a home garden planted with seed given 
by the CBR home economist and grow such vegetables as beets, 
carrots, string beans, tomatoes, peppers and cabbages. CBR 
courses at the Center have taught José’s wife, Maria, how to 
better nourish her family with soups, salads and even typical 
Venezuelan dishes containing vegetables from their home garden. 

Three of the ten children attend the daily milk station at the 
CBR Community Center. There children between the ages of 
two and five receive free each day milk, cereal, bread and cod 
liver oil. They are taught health and hygiene, and participate 
in general recreation activities. Local public health doctors 
give free medical examinations and treatment to the children. 
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José has learned how to spray crops for diseases and pests, 
construct simple farm buildings, use fertilizers and select good 
seed. He has attended farmers’ meetings and demonstrations 
on erosion control, drainage, irrigation and the use of small 
farm tools. He cemented the patio floor and wants to make a 
dining room out of it. The concrete sanitary privy has been 
installed by the government. 

José and his wife have already begun to benefit from their 
increased productivity. He has become so eager over the possi- 
bilities for his future that he is even learning to read and write. 

There are thirty-three other cases in this area under the CBR 
supervised credit program, and over one hundred and seventy 
additional families who receive general assistance from CBR. 

Isla Margarita, in the state of Nueva Esparta, is another dis- 
tinctive region of Venezuela. It is generally regarded as one 
of the most serious problem areas of the nation since the chronic 
deficiency of water controls everything else on the island. Its 
effects are visible everywhere. Cactus grows in such great 
profusion that it is cultivated and used as fences. There are 
few farms as such; usually crops are cultivated on irregular, 
amoeba-shaped plots whose borders follow what little soil has 
been left by the heavy erosion. In many instances plots must 
be replanted six or seven times due to inadequate rainfall during 
the planting season. 

There is a noticeable absence of men in proportion to women 
on the island. Usually, the heads of families migrate to the 
mainland oil camps and send home part of their earnings. The 
pearl and fishing industries are two other sources of outside 
income for the island which help maintain a higher standard of 
living than the present development of the island would indicate. 

Thus far, the CBR program on Isla Margarita has directed 
its major attention to extension services in rural communities. 
Since supervised credit is not the major need for the people, 
loans have been limited to capital goods for farms—wells, wind- 
mills, chickens and cows. Major services for farmers have been 
in the fields of soil conservation, development of water facilities, 
and poultry and animal husbandry projects; in addition, over 
1,000 kerosene stoves have been distributed to conserve what 
little wood remains in the few forests of this bare island. At 
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the CBR Community Center over 100 farm wives and school 
girls are enrolled in courses teaching child care, cooking, house- 
hold carpentry, and curing of meats and fish. Demonstrations 
dealing with fertilizers, poultry vaccination and grafting have 
also formed an integral part of the program to alleviate some 
of the effects of over-population. Over 400 major services for 
farmers and their families have been performed to date. 

With such a heavy pressure of population on extremely limited 
resources, the CBR program in this area is at best a palliative. 
The efficiency and productivity of its agricultural population is 
being increased, but the ultimate answer probably lies in finding 
resettlement areas on the mainland to relieve overcrowding. The 
present experience of CBR, however, will prove invaluable 
should the situation be aggravated by any sudden failure in the 
island’s present outside sources of income, which would result 
in a sizable return of the island’s original population. 

The fertile area on the fringe of Lake Valencia in the State of 
Carabobo is one of most densely populated regions of Venezuela. 
In this area the government controls several thousand hectares 
of good agricultural land. CBR was invited by the government 
to help solve the problems of some 2,000 hectares where, for 
several years, 22 groups of squatters had been floundering. 

CBR developed here a three-phase land program which already 
has demonstrated its possibilities as a pattern for the develop- 
ment and distribution of public lands not only in Venezuela but 
in other underdeveloped areas: (1) land development and im- 
provement, (2) land operation and farm ownership training, 
and (3) land subdivision and distribution. 

Fortunately, the government-owned lands around Lake Va- 
lencia required little improvement or clearing; therefore, CBR 
omitted Phase One in 1949 and began with Phase Two, owner- 
ship training. In effect the operation was a large government 
farming enterprise wherein the participating members (laborers, 
farmers and tractor-drivers) were trained in the use of agricul- 
tural machinery and equipment, in the practices of insect con- 
trol, and in general farm management. 

The seven square miles of government land were divided into 
seven management units or sectores. A careful budget and 
plan of operations were prepared with the assistance of several 
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experts from the Venezuelan Ministry of Agriculture who were 
best acquainted with the region. The plan called for a com- 
plete mechanization of the farming enterprise, primary concen- 
tration on corn, some experimental planting with a few new 
crops such as sorghum and sesame, and the use of certified 
seed and insecticides. Another element of the plan was the 
establishment of a small machinery center to insure adequate 
maintenance of equipment. Over fifty good tractor drivers 
were trained during the year in preparation to undertake in- 
dividual farming enterprises. They learned how to handle 
machinery for land preparation, cultivation, planting, dusting, 
spraying and harvesting. 

The Phase Two operation of 1949 was considerably larger 
than normal since Phase Three, land subdivision, could not get 
underway until the land which was to be subdivided and sold 
had been properly tested. This ownership-training operation 
which is presently continuing on a smaller scale is financed 
largely by a revolving fund from the sale of crops grown on 
the farm. In this phase, rural families are prepared for the 
future responsibilities of ownership and operation of their own 
land under a supervised credit program. 

The purpose of the land subdivision program is to provide 
family-sized units for the landless. The size of the units takes 
into account such factors as type and quantity of soil, rainfall, 
utility, and best land use, communications, availability of markets 
and the relative skills of potential producers. Price is divorced 
from speculative and fictitious considerations, and has no rela- 
tionship to current market prices. Rather the sale of the land 
is based on the land’s earning capacity—its capacity to produce 
income over the period of amortization sufficient to provide rea- 
sonable family living expenses at an acceptable level of living, 
farm operating expenses, amortization of operating capital, and 
charges for land use including taxes, maintenance, and retire- 
ment of purchase debts. 

IAN acts as the seller of the land to purchasers who are se- 
lected by the CBR technicians and are approved by the local 
Committee as in the regular supervised credit operation. Bs 
400,000 of the special Bs 2 million has been set aside for regular 
supervised credit loans to the participants in this land distribu- 
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tion program. To date 31 families have been selected, have 
received loans, and are working their own land with CBR tech- 
nical assistance. 

Phase One activities were not necessary in Valencia. This 
program of development for additional government lands which 
are presently idle or under-utilized would include such items 
as clearing, levelling, draining, irrigation, housing, internal 
roads, fencing and wells. These costs of development and im- 
provement, however, are not allowed to inflate the ultimate 
selling price of the land. 

Although the CBR program in Valencia has been concen- 
trated mainly on this phase-three land development program, a 
considerable amount of additional work has been devoted to 
supervised credit and technical assistance. 

There are 70 borrowers who have received loans through CBR 
and over 230 families receiving at least two regular monthly 
visits. There are three Community Centers in operation, two 
with milk stations, and providing a variety of services, courses, 
and demonstrations in food conservation, cooking, health, hy- 
giene, home gardens, sewing and carpentry. To date over 500 
different services have been performed by CBR representatives 
in this area. 

On the basis of CBR’s success in these first three areas, two 
new offices have recently been opened in the states of Lara and 
Bolivar. 

The response to the CBR program in El] Tocuyo in the state 
of Lara has been phenomenal in its eight months of operation. 
Over 800 applications for assistance were received in this period. 
The CBR program in this area has been directed mainly at the 
sugar cane and coffee growers in an attempt to improve simul- 
taneously the condition of farm laborers, small independent 
farmers and the large sugar cane producers. To answer some 
of the urgent needs of cane growers and plantation employees, 
CBR established several demonstration plots where information 
can be obtained on such items as selected cane seeds from new, 
promising cane varieties, use of modern agricultural implements, 
practical demonstrations of how to improve their plantations in 
the way of better land preparation, disease and insect pest con- 
trol, soil conservation practices and use of herbicides. 








14 INTER-AMERICAN ECONOMIC AFFAIRS 


Despite the recent earthquake of August 3, 1950 which levelled 
the entire town of Tocuyo, the CBR program has continued to 
operate. The program was immediately altered to provide emer- 
gency assistance to farmers in the area extending from super- 
vised credit loans for farm reconstruction to a second milk station 
for the children of families who were completely dispossessed. A 
special report was also made by CBR to the Venezuelan Govern- 
ment outlining a plan for the ‘self-help’ reconstruction of the 
town. This flexibility in the CBR program is typical of the way 
in which CBR adjusts its tools of rural development to meet 
regional problems. 

Recently, CBR has opened a new office in the state of Bolivar 
where a program of assistance is getting underway for the cattle 
raisers in the area of Ciudad Bolivar. This “llanos” or plains 
area is similar to the U. S. state of Texas and once supported an 
extremely rich cattle industry. CBR’s effort in this area is an 
attempt to improve the cattle industry and its output through 
modern ranching methods, supervised credit, and technical 
assistance. 

During 1949, CBR developed a new program for the construc- 
tion of farm-to-market roads in the rural areas of Venezuela. 
Many Venezuelan states have adequate primary roads, but sec- 
ondary roads are either non-existent or impractical mule and 
foot trails. 

The first road was constructed in the state of Tachira. CBR 
brought a U. S. Forest Service road engineer and a bulldozer 
operator-mechanic to supervise the construction of a four-mile 
road. The road was completed in sixty days and now has a 
regular bus route. Under the Tachira contract, which has since 
become a model for other states, the state reimbursed AIA for 
the total cost of operation. 

The success of last year’s experiment in Tachira resulted in 
an extension of the program to other states in 1950. Under 
new contracts, 500 kilometers of road are being constructed in 
the states of Lara, Falcon, Portuguesa, Mérida and Trujillo. 
AIA agrees to plan and direct the construction of a system of 
farm-to-market roads in accordance with the needs of the state, 
and provides the engineer and one or more operator mechanics. 
The state government agrees to provide all the machinery, labor, 
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and equipment necessary to the building of the roads, as well 
as lubricants, fuels and construction materials. The roads are 
adequate for traffic of all types of motor vehicles. The average 
cost of construction is approximately Bs 3,000 per kilometer. 
Although this technical service can be secured from construction 
companies, the program’s significance lies in the absence of any 
profit charge to the state for the service. Competent technical 
assistance and supervision has thus been made available to 
regions hitherto financially unable to undertake such an opera- 
tion. 

This program has not only opened new agricultural regions 
and solved one of the main problems of many Venezuelan farm- 
ers—the transportation of crops to market—but for farmers’ 
personal lives it has meant the difference between living in a 
community or on an isolated mountain slope. 

CBR is presently serving over 780 farmers and their families, 
both in its technical assistance and supervised credit programs. 
Many more farmers are indirectly being served or affected by 
the CBR road program, its six community centers, or its four 
milk stations. 

Dedicated to a better life for farm families, CBR has pioneered 
in the introduction of new techniques on the Venezuelan scene, 
but most significant has been the growing faith of farmers like 
José Rodriguez in their future and their contribution to the 
future of Venezuela. 








British , ere in date liaiaillieas 
End of Year 1900 
By 9. Tred Reppy 


British investments in Latin America began with a “boom” 
in the 1820’s, dropped off sharply during the next twenty years, 
slowly expanded in the 1850’s, increased more rapidly during 
the twelve years following 1860, slowed down again between 
1873 and 1880, “boomed” a second time during the following 
decade, and tapered off in the 1890’s only to expand more briskly 
than ever during the thirteen years following 1900. But this 
third “boom” was probably destined to be the last, at least for 
many, many years. Throttled by the first World War and the 
global economic depression, British investments in this region 
reached their peak in nominal value in 1931 and then began a 
decline that was accelerated by the second World War and its 
aftermath and by rising nationalism in Latin America. They 
had shrunk by the end of 1949 until they were only a little larger 
than at the close of 1900. 

Compared with the 1880’s, the flow of British capital into 
Latin America during the last decade of the nineteenth century 
was rather lethargic. The expansion during this period 





1 According to the South American Journal, Vol. 147 (January 20, 1950), 
pp. 25-26, British investments in Latin America at the end of 1949 aggre- 
gated £560,364,102 and a part of this sum was in process of liquidation. 
I have presented estimates of British investments in Latin America in the 
following publications: Journal of Modern History, XIX (1947), 122- 
129, 226-280, 312-319; Pacific Historical Review, XVII (1948), 11-18, 
457-465; Journal of Political Economy, LVI (1948), 63-68; Journal of 
Business, XXIII (1950), 110-116; Hispanic American Historical Review, 
XXIX (1949), 281-286. These articles deal with the “booms” of the 1820’s 
and the 1880’s and with the years 1876, 19138, 1931, 1939, and 1948. I 
have surveyed British investments in Latin-American mining, 1880-1945, 
in Inter-American Economic Affairs, I (1948), 71-78 and II (1948), 41-48. 
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amounted to only a little over £100,000,000, the aggregate reach- 
ing approximately £538,000,000,? by the end of 1900, excluding 
transatlantic steamship lines, some trading firms and a few 
other minor enterprises whose capital could not be ascertained, 
and several small mining organizations. The nominal invest- 
ment, larger than the actual, was distributed roughly as set 
forth in Table 1. 

The Latin-American securities most eagerly purchased in the 
English market were those of Argentina (although the increase 
in Argentine holdings since 1890 had been mainly the result of 
funding operations), Brazil, Chile, Uruguay, and Cuba. The 
bonds of the other countries held by the British in 1900 were 
largely bonds issued in payment of interest in arrears and in 
exchange for old securities long in default. A part of the Argen- 
tine government-security investment, which may be slightly 
overestimated in Table 1, was in mortgage-bank cédulas. 

The major part of the investment in economic enterprises was 
in railway organizations, most of them British corporations. 
Nearly half of the railroad capital was in Argentina but large 
sums were also in Brazil, Mexico, Peru, Uruguay, and Cuba. 
Table 2 presents the distribution of this nominal capital. (The 
table does not include the railways, 7 or 8 of them, controlled 





2 The statistics presented in the following tables are based upon three 
sources: South American Journal, Vols. 48-51 (London, 1900-1901); Stock 
Exchange Year-Book (London) for 1901 and 1902; and Council of the 
Corporation of Foreign Bondholders, Annual Report for the years 1900 and 
1901 (London). Government securities are described under each country 
in alphabetical order in the second and third of these sources and listed in 
the first. Interrogation points in Table 1 signify doubt regarding the 
accuracy of the figures because of discrepancies in the sources. In the 
ease of Argentina, the possibilities for error are considerable for two 
reasons: (1) it is impossible to determine the exact holding of cédulas and 
(2) some of the bonds floated under the management of English bankers 
were marketed on the Continent. The Journal contains lists and descrip- 
tions of British economic enterprises. The Year-Book describes them in 
alphabetical order grouped in certain classifications (railways, mining, 
banks, and so on). For this reason and because both of the publications 
have convenient indexes, specific citations to pages have not seemed neces- 
sary. Scores of computations were required in compiling these tables and 
some errors may have crept in; but I believe the statistics are approximately 
accurate. 
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TABLE 1 


Distribution of British Investments in Latin America, End of 1900 


























Country Nominal Total Gov’t.Securities Economic Enterprises 
No. Nom. Capital 
Argentina ___ £206,941,050 £80,000,000 (7?) 67 £126,941,050 
Bolivia ___.. 1,988,640 =e 3 1,988,640 
Brazil 90,648,682 45,425,631 48 45,223,051 
Chile 38,582,096 17,071,952 45 21,510,144 
Colombia 6,081,669 2,635,000 22 3,446,669 
Ecuador 278,024 on 2 278,024 
Paraguay 2,620,830 979,400 3 1,641,430 
Peru - 22,044,848 eee 8 22,044,848 
Uruguay — 35,844,930 22,431,200 14 13,413,730 
Venezuela - 8,463,743 2,638,200 8 5,825,543 
South 
America _. £413,494,512 (?) £171,181,383 (2) 220 £242,313,129 
Mexico —..—.. 65,431,342 25,073,820 45 40,357,522 
ee ee . $82,100,300 23,328,000 (7?) 8 8,772,300 
Central 
America 12,217,353 6,983,405 10 5,233,948 
Dominican 
Republic 3,245,641 2,603,950 (7?) 2 641,691 
Northern 
Latin Amer. £112,994,636 £57,989,175 (2) 65 £55,005,461 
Latin America General: 
Banks __ . £ 3,537,850 7 3,537,850 
Other __-. 7,838,102 10 7,838,102 
Latin America: 
Grand Total £537,865,100 (2?) £229,170,558 (7?) 302 £308,694,542 
Major Investments in Economic Enterprises: 
IO 90 £198,335,479 
Shipping and Port Facilities_.......__.. 7 6,025,783 
SENN TD RO a 50 80,315,298 
NN 59 10,404,515 
SEE USS ores ore rene eek eC eee neee 25 9,173,975 
Da 32 10,792,695 
eee ee ee 7 7,832,802 
Other Financial Enterprises_- : 9 4,873,950 
Da ENR I 2 =” ay 5,025,576 


by the Peruvian Corporation, which was capitalized at £20,200,- 
000, because its investment in railways could not be separated 
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from its other investments; the Chilean railroad investment in- 
cludes a short railway in Bolivia, an extension of a Chilean line 
starting from Antofagasta). 


TABLE 2 

British Investments in Latin-American Railways, End of 1900 

Country Number of Capital 
Investments 

Argentina sa 20 £93,604,981 
Chile scsapy inatsesaSealh 8 9,898,350 
EKeuador _._..... pace re tg 1 168,644 
DERN ae Se 2 1,317,200 
WORORUGIO. 26h ss 5 3,938,298 
LR seta ral eee 5 7,272,900 
NOE RNR cet a 3,246,400 
NN on le git 22 33,633,859 
Colombia gS ee pres Bo 6 2,275,370 
Paraguay Seats ieee 1 1,456,930 
RIC ANRN ois oo a 10,954,094 
NN a og nee 10 28,663,653 
Dominican Republic — 1 593,700 (?) 
El Salvador .. i 1,322,100 


The seven shipping facilities in which British capital was 
invested included three at the Port of Buenos Aires; one at Callao 
and one at La Guaira; the Amazon Steamship Company, with 
a line of steamers on the Amazon River; and the old Pacific Steam 
Navigation Company, still operating along the Pacific coast of 
South America. If the numerous British lines connecting the 
Latin-American republics with the outside world were included, 
the total capital would perhaps be ten or twelve million pounds 
sterling larger; but, since it has not been possible to separate 
the purely Latin-American from the other sectors of the invest- 
ment this transoceanic shipping capital has been omitted from 
Table 1. 

British investments in Latin-American public utilities, initiated 
shortly after 1850 with the establishment of gas plants, water- 
works, tramways, and submarine cables, had extended only re- 
cently into the field of telephones and electric light and power. 
The distribution of this investment is set forth in Table 3. The 
enterprises classed as “general” are mostly overland and sub- 
marine telegraph lines. 
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TABLE 3 

British Investments in Latin-American Public Utilities, End of 1900 

Country Number of Capital 
Enterprises 

NNN 18 £12,864,272 
UO ae 4 1,582,870 
NNN Se gh a a, 1 161,500 
as 2 369,700 
Brasil —___. 11 6,885,161 
Uruguay _ 4 1,543,165 
Mexico 5 Bao) 2 1,427,753 (7) 
RIND eso =e 1 220,000 
Latin America: 

I Ste Ss 7 5,260,977 


The capital engaged in mining was widely scattered, as in- 
dicated in Table 4, but the leading centers of operation were in 
Mexico, Colombia, Bolivia, Chile, and Brazil. Capital invested 
in the production of nitrates (not included in Table 4) was, of 
course, confined to Chile.* 


TABLE 4 
British Mining Investments in Latin America, End of 1900 
Country Number of Capital 
Enterprises 
Argentina ; 2 £ 137,023 
Brazil ___... ee 6 1,285,313 
Colombia _.......... Bera aint 16 1,171,299 
ORNS a ec 19 4,459,467 
Dominican Republic __.... : 1 47,991 
Bolivia — 3 1,988,640 
Chile 7 801,738 
Venezuela 2 370,456 
Nicaragua __ 3 142,588 


The corporate investment in real estate, initiated soon after 
1850 with the acquisition of ranch, farming, and timber lands 
and urban properties, had begun to expand into rubber and 





3 Several small mining companies listed in the Mining Manual for 1901 
(London) but not included in the Stock Exchange Year-Book for that 
year are omitted. The Mining Manual listed 121 enterprises with a total 
investment (mostly paid in) of over £12 million instead of 59 enterprises 
with a nominal capital of less than £10.5 million as indicated in Table 1, 
which also shows the nitrate investment under a separate heading. 


th 


we 
an 


BRITISH INVESTMENTS 21 


coffee estates. Table 5 shows the distribution and nominal 
value of the enterprises in this classification. 


TABLE 5 
British Investments in Latin-American Real Estate, End of 1900 


Country Number of Capital 
Enterprises 
ORI se se cei Peseta 11 £2,754,938 
CAMO oo sdeetatcell nes 1 109,380 
aN ace a ae 2 166,471 
PRC RIND noe ahltiee 9 5,152,789 
NN a ee 4 2,210,057 
NN saa eek 2 184,500 
cee ere ieee i! 110,900 
SOR DCAD ne 2 103,160 


Table 5 does not, however, present a complete view of British 
investments in Latin-American real estate. The Peruvian Cor- 
poration and some of the British railroad companies had large 
holdings in land, and English commercial banks as well as Eng- 
lish mortgage, loan, development, and trust companies no doubt 
had large investments in real estate. In fact, it appears that 
these and other British firms owned around twenty-five million 
acres of real estate and held mortgages on several million more 
at the end of the year 1900. 

The British investment in manufacturing enterprises, in- 
augurated in 1865 with the organization of Liebig’s Extract of 
Meat Company, Limited, to establish a factory at Fray Bentos, 
Uruguay, was slowly expanding. The 17 enterprises in exist- 
ence in 1900 included the following besides this meat-extract 
plant in Uruguay: 3 meat-processing plants, 2 sugar refineries, 
and 1 or 2 breweries in Argentina; 2 sugar refineries, some flour 
mills (operated along with granaries by a single organization), 
and a plant for preserving meat and tanning hides in Brazil; 
an ammunition factory in Chile; a brewery and a cotton mill in 
Peru; a jute mill in Mexico; and some tobacco factories under 
the control of two corporations in Cuba. 

Among enterprises not included in the foregoing classifications 
were the giant Peruvian Corporation with its 7 or 8 railroads 
and other enterprises in Peru; a petroleum company operating 
in northwestern Peru; a borax corporation with investments in 
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both Peru and Chile; a company engaged in fishing for pearls 
along Mexico’s Pacific coast; and a few trading firms. It is 
likely that several branch houses of large trading companies 
domiciled in the British Isles have been omitted. Such branches 
are difficult to identify, and to ascertain their capital is almost 
impossible. 

It should be remembered that the figures presented in this 
analysis represent nominal, not actual, values. The nominal 
British investment in Latin-American government securities was 
probably 25 per cent larger than the actual investment; but, in 
spite of very considerable ‘‘watering,” the margin between the 
nominal and the actual capital in business enterprises was prob- 
ably somewhat smaller and would perhaps be largely cancelled 
out if all the trading companies, several small mining enter- 
prises, the various insurance firms, a good part of the investment 
in transoceanic steamship lines to Latin America, and the hold- 
ings of individual Englishmen and of English partnerships were 
added to the total. The aggregate of British capital actually 
invested in Latin America at the end of 1900 was probably not 
far below £475,000,000. 

The average rate of return on this nominal capital of nearly 
£538,000,000 has not been precisely determined, but close scrutiny 
of most of the investment clearly indicates that the yield was 
small, probably less than 4 per cent, but, somewhat larger than 
in the years 1890 to 1897. Bonanzas were rare on most seg- 
ments of the capital. 

Income on Latin-American government securities for the year 
1900 could not have been very gratifying to British investors. 
Six of the fourteen governments whose bonds they held—the 
Dominican Republic, Colombia, Costa Rica, Guatemala, Hon- 
duras, and Venezuela—were in partial or complete default, and 
two others—Paraguay and Uruguay—were paying adjusted in- 
terest rates considerably lower than those called for in the 
original bond contracts, not to mention some of the provinces 
and municipalities of Argentina. Government securities yield- 
ing no return aggregated around £17,000,000. Bonds serviced 
at a nominal interest rate of 6 per cent were rare; 4 to 5 per cent 
was the rule. 

The average nominal yield on the railroad investment could 
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not have been much higher. Not more than a fifth of the British- 
controlled railway companies paid above 3 per cent on their 
“ordinary shares” and the shares of more than half of the rail- 


, 


roads yielded no dividends at all. “Preference shares” were 
supposed to return from 5 to 10 per cent but few of them did; 
in fact, many paid little or nothing. The rate for bonds and 
debentures ran from 4 to 7 per cent and even some of these 
were in arrears. Table 6 lists the British-owned railroads pay- 


ing the highest dividends on their ordinary (common) stock. 


TABLE 6 
British Income from Certain Ordinary Railway Shares 1900 

Railway Nominal Capital Yield 
Alagoas (Brazil) - a ci as £ 300,000 4% 
Antofagasta (Chile) —.— ina ; 2,200,000 6 
Argentine Great Western _ : 500,000 6 
Bahia and San Francisco_..._.... et 1,800,000 8 
Buenos Aires and Great Southern... 3,950,000 6 
Sea iaa ADIN ac 7,380,920 6 
La Guaira and Caracas___. ee tah iod rhc, £ 190,000 4 
Mariano sad Havaia—_______  ... 100,000 10 
OT nn NE OU an 1,000,000 5 
San [Sic] Paulo (razil) 3,000,000 8 


Returns on the capital engaged in mining were small. Most 
of the 59 enterprises listed in Table 1 paid no dividends on either 
their ordinary or their preference shares and a few were not 
able to service their bonds and debentures. Only three or four 
paid over 12 or 15 per cent on their common stock. 

Even the nitrate yields were low on the average in 1900. Ten 
of the 25 enterprises paid no dividends on their ordinary shares 
and seven others paid only 2 to 5 per cent on their ordinary. 
There were some bountiful yields in this category, however, as 
Table 7 will reveal. Bonds and debentures, most of which were 
duly serviced, bore interest at from 4 to 6 per cent; yields on 
preference shares ran from 6 to 10 per cent. 

Returns on capital invested in commercial banks were high. 
Two of the seven banks paid only 5 per cent and one only 6; 
but the other five paid from 8 to 20 per cent. These high yields 
were leveled off, however, by the low average returns from the 
investment in other financial organizations. Only three of these 
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TABLE 7 
British Income from Certain Ordinary Nitrate Shares, 1900 

Company Nominal Capital Yield 
ee Se regen kn £1,000,000 6% 
Lagunas Syndicate ES 1,100,000 9 
a * 550,000 6 
NOMINEE pe feta 110,000 15 
Salar del Carmen __$___..... ; 109,000 10 
London _. eae are ae 50,000 8 
Oe zs 300,000 7.5 
RN ac ee 100,000 16 


(there were nine in all) paid d dividends of 6 per cent and above 
on their ordinary shares, the highest yield being 14.75 per cent, 
and four paid none. 

Most of the 32 real estate companies failed to pay dividends 
on their ordinary stock, but a few returned high yields. Las 
Cabezas Estancia Company (Argentina) paid 13.75 per cent on 
its ordinary shares; River Plate Land and Farming Company, 
8 per cent; and Pranges Estancia Company (Uruguay), 12. 

Although slightly more than a third of the public-utility enter- 
prises failed to pay dividends on their ordinary shares, the yields 
under this classification must have been quite satisfactory to most 
investors. Table 8 shows the highest returns on ordinary shares 
during the year 1900. 


TABLE 8 


British Income from Certain Ordinary Shares of Public-Utility 
Enterprises, 1900 


Company Nominal Capital Yield 
Buenos Ayres (New) Gas £ 500,000 6% 
Ceara Gas 30,000 7 
City of Buenos ao ‘Tramways 775,000 8 
City of Santos Improvements 135,000 7 
Cuba Submarine Telegraph 160,000 9 
Mexican Electric Works 400,000 7 
Rio de Janeiro City Improvements 1,192,775 5 
River Plate Gas_ — , 851,070 7 
San [sic] Paulo Gas ania 250,000 au 
South Barracas Gas (Argentina) _ F 37,000 6 
Tarapaca Waterworks __. = 2 400,000 7.5 
United River Plate Telephone. : 290,000 7 
Valparaiso Drainage —__ ; 16,700 12.25 
‘ 


Western Telegraph 2,079,300 
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Only a few of the British manufacturing enterprises in Latin 
America failed to pay dividends on their ordinary stock, and 
interest rates on preference shares and debentures ranged from 
5.5 to 10 per cent in this classification, somewhat higher than in 
most others. Table 9 lists the best yields. 


TABLE 9 
British Income from Certain Ordinary Shares in Manufacturing 
Enterprises, 1900 


Company Nominal Capital Yield 
Chilean National Ammunition_ £ 34,962 11.25% 
Henry Clay and Bock (Cuba) —..._.__.__-_-__ 159,900 7 
Liebig’s Extract of Meat (Uruguay) 500,000 20 
James Nelson and Sons (Argentina) ...__. 300,000 6 
River Plate Fresh Meat BSE 2, 200,000 7 
Peruvian Cotton Manufacturing... : 80,183 8 


Such returns as those listed in Tables 6 to 9 might be expected 
to cause nostalgia for the nineteenth century in the United 
Kingdom and to arouse a nationalistic feeling in Latin America 
arising from resentment against exploitation; but it should not 
be forgotten that these yields were levelled down by numerous 
investments that failed to produce any income or else produced 
very little. Better years were ahead for Englishmen with capital 
invested in Latin-America—and worse years too, after 1931. It 
is likely that British manufacturers, exporters, shippers, sales- 
men of securities, and managers of corporations operating abroad, 
and even the Latin-American countries themselves, profited more 
than the average British investor from this capital movement. 
If some of the returns seem high, if some were on ‘“‘watered”’ 
capital, if some in the various public services were in part the 
result of Latin-American government guaranties of interest, a 
large segment of the capital and technical assistance was ob- 
tained by the Latin Americans at what may be considered a very 
low cost. This was particularly true of the railway capital of 
Uruguay, Paraguay, Peru, Colombia, Venezuela, Cuba, Costa 
Rica, and El Salvador. Yields from the investment in Argentine, 
Chilean, and Mexican railways were somewhat higher. The 
Peruvian Corporation, with its Peruvian railroads, had not paid 
any dividends on its ordinary shares since its organization in 
1890 and even its preference shares seldom returned a dividend. 
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It was organized to “bail out” the British holders of Peruvian 
government bonds, and the same was true of the leading rail- 
way enterprises of the other countries mentioned, excepting 
Paraguay, Colombia, and Venezuela; and Englishmen holding 
Ecuadorian government bonds had exchanged them for the 
securities of the Guayaquil and Quito Railroad which would soon 
turn out to be a bad investment. The Uruguayan and most of 
the Cuban railways, even taking into account the fact that they 
were probably overcapitalized, yielded small returns, and income 
was low from the Paraguay Central and most of the British- 
owned railroads of Colombia, Venezuela, and even Brazil, al- 
though the San Paulo Railway always yielded high returns. If 
Englishmen were exploiting Latin-America in the year 1900, 
the exploitation must have been confined in the main to public 
utilities, the nitrate business, manufacturing, and banking. 


She Zz reparation of © sinsitil in 
Sith Sal plies 


By Morris Bonnsbain 


The state of the social sciences in foreign countries, especially 
the underdeveloped areas now emerging, technically and pro- 
fessionally, into the twentieth century, has become a subject of 
increasing interest to American scholars, educators, and area 
specialists. The Social Science Research Council has recently 
sponsored a lengthy study of “The Social Sciences in South 
America,” in a broad effort to examine university instruction, 
the progress of research, and the importance accorded such work 
by the public.** 

In confronting Latin American economic problems and the 
efforts of the nations concerned to meet them, the American 
scholar often wonders about the level of economic science in 
these countries: the composition and length of university train- 
ing, the amount of research done locally under educational, busi- 
ness, or government auspices, and the content and regularity of 
local economic journals. These in turn all reflect the amount and 
quality of technical advice available to government policy-makers, 
and the weight the latter attach to it. In an era of widening 
government intervention in the economic and social sphere— 
and this is especially true of nations bent upon national develop- 





* The material for this study was collected during the author’s trip to 
South America in 1949-50 on fellowships from the Social Science Research 
Council and the U. S. Department of State, whose aid is gratefully 
acknowledged. 


** For a brief summary of this study by Ralph L. Beals, see Jtems, 
Quarterly Bulletin of the Social Science Research Council, Vol. 4, No. 1 
(March, 1950), pp. 1-5. 
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ment plans—the role of economic analysis and economists in the 
undeveloped nations takes on increasing significance. 

In some countries, notably Argentina and more recently 
Mexico, one finds a healthy group of professional economists 
whose work finds expression in government policy or in highly 
esteemed journals like El Trimestre Econémico, published by 
Mexico’s Fondo de Cultura Econémica. Elsewhere, with a few 
noteworthy exceptions, economics is in a more or less embryonic 
stage. Economists are frequently self-styled rather than univer- 
sity-trained, research is sporadic rather than methodical and 
well directed, and national economic planning frequently reveals 
these defects. One of the fundamental problems the “new coun- 
tries” face is the formation of a strong and competent corps of 
technicians in all fields of which economics is by no means the 
least important. Both for economists in the advanced industrial 
nations who deal with Latin American problems and for the Latin 
Americans themselves, a comparative analysis of the training 
and formation of economists in the different Latin American 
countries will prove useful. The present study seeks to fill this 
gap for Brazil and the Plata River countries, Argentina, Uru- 
guay, and Paraguay. 


I 


Economics instruction in these four countries follows, in gen- 
eral, Continental European lines rather than North American 
or English aims and methods. The most striking aspect is the 
attention devoted, in institutions labelled Schools of Economic 
Sciences, to legal studies, accounting, and mathematics. A third 
of the four-year program in Argentina consists of courses in 
different aspects of law, while Paraguay follows close behind 
with 29% and Uruguay with 26%; only in Brazil do legal sub- 
jects receive a less significant proportion, 9%. In Uruguay, 
accounting courses absorb 30% of the curriculum. Thus, stu- 
dents enrolled in these divisions of their respective universities 
study much more accounting, law, and business administration 
(i.e., management of the firm) than would normally be taken 
by a U.S. “economics major.” The accompanying tables show 
the curriculum, year by year, in each of these countries and the 
degrees granted. 
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In all cases, “economics” is taught in a separate Facultad or 
College of the University, in:a specialized program which pre- 
sumes the student has already acquired his “liberal arts” back- 
ground in foreign languages, general history, and the physical 
and natural sciences. A single, rigid program—established by 
the university council or by law, as in Brazil—exists, and stu- 
dents enjoy no “options” or “elections.” Personnel problems, 
limited budgets, and, in some places, comparatively small stu- 
dent enrollments have all represented, along with tradition, 
effective bars to any broadening of the curriculum through an 
“elections” scheme. Graduates of the four-year accounting 
course in Argentina and Uruguay receive a degree or title, equi- 
valent to “National Public Accountant,” which holds certain 
professional and legal privileges; no comparable prerogatives 
correspond to the economics degrees awarded in Brazil and 
Paraguay. The academic year runs from March to November. 

Economics is also taught, in these countries, in the Letters 
College of the University, in the Law Schools, in the Engineering 
or Polytechnical College, and in special social science schools (like 
Sao Paulo’s Escola de Sociologia e Politica). However, in all 
cases, “professional economists” are graduated exclusively from 
the specialized Schools of Economic Sciences, and descriptions 
and international comparisons in this study will be confined to 
these institutions. 

In Latin American universities, faculty and students view 
their university careers quite differently from their North Amer- 
ican counterparts. Since universities are invariably located in 
national or provincial capitals and are attended by students who 
must earn their livelihood, there is little or none of the “‘in resi- 
dence” or “extracurricular” activity associated with Anglo-Saxon 
tradition. No housing is provided by the university, and classes 
are usually held at night or in the morning to permit students 
to hold full-time positions in business or government. College 
study, then, does not constitute their main activity, though it 
may be their chief interest during their enrollment in the uni- 
versity. Professors, likewise, must regard teaching as an inci- 
dental occupation, for salaries (except in the largest Brazilian 
universities) are low and teaching schedules light. Faculty 
members all rely upon private business interests or government 
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posts for their income and devote several hours per week to 
teaching, more for the desire to serve or for the prestige involved 
than for the remuneration offered. In all cases, professors are 
selected for their chairs by “concursos” or competitions, in which 
the winning candidate is chosen over his rivals on the basis of 
academic training, published research, teaching experience, etc. 
Tenure is either for life or for periods of five or ten years, at 
the end of which-appointments are as a rule renewed. 

Though economics instruction in the four countries considered 
follows these general lines, there are significant differences in 
the objectives, age and prestige, and curricula. In the follow- 
ing section, the situation in each of these nations will be dis- 
cussed, and a tabular presentation of the curricula will facilitate 
comparisons between the nations and with North American 
practice. 

II 


Argentina 


Argentina possesses five universities with Schools of Economic 
Sciences: the Universities of Buenos Aires, La Plata, Cérdoba, 
E] Litoral (at Rosario), and Cuyo (at Mendoza). Of these, the 
Facultad de Ciencias Econémicas de la Universidad de Buenos 
Aires, organized in 1914, is the oldest and the largest. Argen- 
tine law imposes no single, national curriculum for the forma- 
tion of economists, and the executive councils of the several 
universities have established their own programs and require- 
ments; however, the Buenos Aires plan has been followed in 
most respects by other national universities, and it will be used 
in international comparison with the instruction of economics 
students in neighboring countries. 

Argentine students intending to study in the Faculty of 
Economic Sciences must, after their primary course, take the 
five-year commercial secondary course, which awards the degree 
of “Perito Mercantil,” or ‘““Mercantile Expert.” Then they must 
enroll in a special preparatory course offered by the University, 
which includes basic work in history, mathematics, accounting, 
and the social sciences. The program of the School proper, re- 
produced in the table below, is a four-year course leading to the 
degree and title of “Contador Ptblico” or “Public Accountant.” 
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An additional year of course work, plus seminars and a thesis, 
is required for the doctoral degree. The School now has over 
12,000 students, of whom 2,500 are in the Preparatory Course 
and 9,000 in the standard program for accountants and doctors 
in economic sciences. The remainder are enrolled in special 
programs for the consular service, actuarial sciences, public 
translators, and handwriting experts. About 15% of the grad- 
uates of the four-year accounting course go on for the advanced 
doctoral degree. At present, a little less than a fifth of the 
student body are women. 

Graduates can look forward to good jobs in private business 
and government, and because 90% of the students hold full-time 
positions while attending the University, classes are held from 
7:45 a.m. to 10:20 a.m. and from 6:30 p.m. to 10 p.m. There 
are no “sections” in large courses, and since classes often reach 
over 300 students, the lecture method exclusively tends to prevail. 
Law 13,031 of 1947 has provided for the possibility of full-time 
professors, but all of the faculty still hold other positions on 
which their livelihoods depend. Below the “Profesor Titular” 
are the “Profesor Asistente” and the “Profesor Adjunto”; all 
three are named by the customary “‘concurso.” 

The curriculum of the University of Buenos Aires stresses the 
different fields of law as well as accounting, and laboratory work 
in statistics, mathematics, and accounting accompanies courses 
in those fields. Students planning to continue for the doctorate 
must elect additional courses in their third and fourth years. 
Work in research seminars is done in “Institutos,” directed by 
the holders of the appropriate chairs; these “Institutos” cover 
the fields of public administration, biometrics, banking, trans- 
portation, finance, production problems, sociology, corporations 
and insurance, and economic theory and policy. 

The Facultad de Ciencias Econémicas, Comerciales y Politicas 
de la Universidad Nacional del Litoral, at Rosario, Argentina’s 
second city, was inaugurated as a university institution in 1922. 
It offers degrees in accounting, economics, diplomacy, political 
science, statistics, and actuarial work. Some 1300 students are 
enrolled in the courses leading to the accounting degree (three 
years) and the doctorate in economics (two years beyond the 
accounting degree). 
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The Facultad de Ciencias Econémicas de la Universidad Na- 
cional de Cérdoba, founded in 1935, provides a five-year program 
leading to the degree of “National Public Accountant.” An 
additional year of course work, plus a language examination and 
a thesis, is necessary to obtain the doctor’s degree. The School 
now has over 400 students. 

Established in 1939, the Facultad de Ciencias Econémicas de la 
Universidad Nacional de Cuyo, at Mendoza in the far west, had 
an enrollment of 700 students during the 1950 academic year. 
Because almost all of the student body is employed, classes are 
held at night. Here the accounting degree is awarded after 
four years of University work, and an additional two years and 
a thesis are required for the doctorate. 

The newest university program in economics is provided at the 
Escuela de Ciencias Econémicas de la Universidad Nacional de la 
Plata, founded in 1948 as part of the Facultad de Ciencias 
Juridicas y Sociales of the University. In 1950 over 1500 stu- 
dents were enrolled in its courses, which closely parallel those of 
Buenos Aires; the accountancy degree requires four years and 
the doctorate in economics five. 


FACULTAD DE CIENCIAS ECONOMICAS DE LA 
UNIVERSIDAD DE BUENOS AIRES 


Program Leading to the Degrees of “Public Accountant” 
and “Doctor in Economic Sciences” 


First Year Mathematics 
Economic History 
General Economic Geography 
Civil Law I 


Second Year Statistics 
Argentine Economic Geography 
Political Economy 
Civil Law II 
Commercial Law I 
Constitutional and Administrative Law 


Third Year Financial and Actuarial Mathematics 
Finance 


F. 
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Industrial Economy and Organization 

Commercial Law II 

Labor Law 

General Accounting 

Methodology of Economic and Financial Research 
(for doctoral candidates only) 


Fourth Year Banking 

Corporations and Insurance 

Private International Law and Consular 
Legislation 

Accounting Practice 

Public Accounting 

Agricultural Economics (for doctoral candidates 
only) 

Transportation Economics (for doctoral candi- 
dates only) 

Research Seminar (for doctoral candidates only) 

Degree Granted: ‘Public Accountant” 


Fifth Year Political Economy: Dynamic Problems 
Economic Policies 
History of Economic Doctrines 
Social Problems 
Advanced Finance 
Public International Law 
Sociology 
Research Seminar 
Thesis 


Degree Granted: ‘‘Doctor in Economic Sciences” 
Brazil 


Only in 1945 was the preparation of economists in Brazil 
elevated to the university level. Prior to that time, economics 
had been taught first on the secondary level in the ‘Curso 
Comercial” and later, after 1932, in a “Curso Superior de Ad- 
ministracéo e Financas.” This last was a somewhat more ad- 
vanced program, created for graduates of the earlier course, 
but it corresponded more closely to the intellectual level of the 
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normal schools than to that of the old-line Schools of Law and 
Philosophy. The Faculdades de Ciéncias Econémicas authorized 
by Decree-Law 7988 of September 22, 1945, offer two parallel 
four-year programs, one in economics and the other in account- 
ing. The respective degrees are “Bachelor in Economic Sciences” 
and “Bachelor in Accounting and Actuarial Sciences.” The law, 
which specifies the courses required for the two degrees, also 
mentions a further two-year course for a doctor’s degree, but 
Brazilian Schools of Economic Science have not yet produced 
enough graduates to warrant the inauguration of this advanced 
program. However, it is possible at present to obtain a doc- 
toral degree in the social sciences, specializing in economics, from 
the Faculty of Philosophy and Letters. 

Despite its proximity to Argentine models, Brazil has chosen 
to organize distinct programs for accountants and economists 
(though they are taught as divisions of the same Faculty). 
This reflects American and English influences as well as greater 
opportunities for specialization available in a large country like 
Brazil. In a few cases, like Science of Administration and 
Political Economy, the two programs overlap, but in general 
they bear little relation to each other. Just as the students of 
economics devote little time to accounting and mathematics, those 
enrolled in the program for accountants and actuaries have little 
work in value theory, business cycles, and international econo- 
mics. A year-by-year breakdown of the economics curriculum 
is provided in the accompanying table. 

At present there are over thirty Schools of Economic Sciences 
in Brazil, of which the Faculdade Nacional de Ciéncias Econ6- 
micas de Universidade do Brazil, in Rio de Janeiro, and the 
Faculdade de Ciéncias Econémicas e Administrativas de Uni- 
versidade de Sao Paulo are the most important. Despite rela- 
tively small enrollments of under 500 each—for which their short 
history and the competition of other Schools of Economic Sciences 
in the same cities are both responsible—their teaching staffs, 
physical plant, and libraries are the best of the group in Brazil. 
Their courses follow the Government’s “standard program” with 
small variations, and both graduated their first classes in 1949. 
Classes at these two universities are now taught only during the 
morning, permitting many students to hold government or bank- 
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ing jobs during the afternoon working hours of noon to 6 p.m. 
The Rio School is operated by the Federal Government and the 
University of Sao Paulo by the Government of that State. Almost 
all of the staff hold responsible positions in government or pri- 
vate business, and only in S40 Paulo have some full-time (teach- 
ing and research) appointments been made. Elsewhere, Schools 
of Economic Sciences are more often than not reorganized ver- 
sions of the former “Superior Courses in Administration and 
Finance,” which were abolished as such by the 1945 law. These 
institutions offer night courses with less qualified personnel. 


BRAZIL’S UNIVERSITY PROGRAM IN ECONOMICS 


(Decree-Law 7988 of September 22, 1945) 
Program Leading to the Degree of “Bachelor in Economic 
Sciences” 
First Year Mathematics 
Political Economy 
Value and Prices I 
General Accounting 
Institutions of Public Law 
Second Year Structure of Economic Organizations 
Value and Prices II 
Money and Credit 
Economic Geography 
Structure and Analysis of Financial Statements 
Institutions of Private Law 
Third Year Income Distribution 
International Trade and Exchange 
Statistical Methods 
Economic History 
Science of Finance 
Science of Administration 
Fourth Year Economic Cycles and Fluctuations 
Financial Policy 
History of Economic Doctrines 
Comparative Economic Systems 
Economic Statistics 
Principles of Sociology Applied to Economics 


Degree Granted: “Bachelor in Economic Sciences” 
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Uruguay 


Uruguay’s sole public university, the Universidad de la 
Republica Oriental del Uruguay, in Montevideo, founded its 
Facultad de Ciencias Econémicas y de Administracién in 1932; 
it began full-scale operations in 1936, and the present program 
of courses dates from 1944. The curriculum consists of a basic 
four-year course, awarding the degree and title of “Accountant,” 
and an advanced course of two more years for the doctorate. 
The latter degree possesses academic and intellectual prestige, 
but not the legal privileges (such as signing documents and set- 
tling bankruptcies) which accountants enjoy. Since students 
frequently receive good offers of employment even before they 
finish the four-year course, especially in government corpora- 
tions, barely a fifth of the accountancy graduates continue for 
the doctorate. After primary and secondary schooling, appli- 
cants for the Facultad must enroll in a special two-year prepara- 
tory course, the successful completion of which results in admis- 
sion to the School of Economic Sciences and Administration. At 
present, over 10% of the freshman class are women. Total 
enrollment is 700. 

As the program outline indicates, the principal purpose of 
the School is to provide graduates versed in accounting, law, 
and administration. Work in money and banking, for instance, 
is reserved for the post-graduate program, during which con- 
siderable stress is laid on research. The broad preparation is 
easily defended in a small country like Uruguay, where pro- 
fessional economists are called upon to fill a variety of positions. 


FACULTAD DE CIENCIAS ECONOMICAS Y DE 
ADMINISTRACION DE LA UNIVERSIDAD DE 
LA REPUBLICA ORIENTAL DEL URUGUAY 


Program Leading to the Degrees of “Accountant” and 
“Doctor in Economic Sciences” 


First Year General Accounting 
Accounting Problems 
Business and Financial Mathematics I 
Civil Law I 
Economic Geography 


Fi 


Second Year 


Third Year 


Fourth Year 
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Applied Accounting I 

Business and Financial Mathematics II 
Civil Law II 

Commercial Law I 

Political Economy I 


Applied Accounting II 

Accounting Practice 

Commercial Law II 

Political Economy II 

Finance I 

Statistics 

Social Problems and Labor and Industrial 
Legislation 


Organization and Administration of Firms 

Public Accounting 

Accounting Practice and Ethics 

Finance II 

Public Law 

International Economic Policy and Tariff 
Legislation 

Methodology of Research (for doctoral 
candidates only) 


Degree Granted: “Accountant” 


Fifth Year 


Sixth Year 


Research Seminar 

Mathematics and Statistics 

Money and Banking 

Economy, Policies, and Organization of the 
Sources of National Wealth 


Research Seminar 
Business Cycles and Fluctuations 
History of Social and Economic Doctrines 


Thesis 


Degree Granted: “Doctor in Economic Sciences” 


Paraguay 


Established in 1937, the Facultad de Ciencias Econémicas de la 
Universidad Nacional de Asuncién now has over 300 students, 
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including fifteen women. A single six-year course leads to the 
degree of Doctor in Economic Sciences, without any thesis re- 
quirement. Actually, no more than twenty-four courses are 
involved, but the limitation of class time to two hours nightly 
(from 6 p.m. to 8 p.m. Monday through Saturday, with spotty 
attendance on Saturday) makes it necessary to extend the pro- 
gram over six years. 

In Paraguay, students take the five-year primary course and 
then a six-year secondary commercial course, at the end of which 
they receive the title of “Accountant.” This secondary school 
degree is required for admission to the Facultad. The table 
shows the distribution of courses, 29% of which are devoted to 
law, through the six years; because students have already re- 
ceived extensive accounting training, no courses are given in 
this field. All classes are held in the evening to permit both 
staff and students to hold full-time positions in other work. 


III 

From comparisons of economics instruction in these countries, 
some useful conclusions may be drawn. (The table below pre- 
sents some of these comparisons in concise form). The content 
of university programs in economics goes well beyond the area 
envisaged in the training of U. S. economics “concentrates.” <A 
broader (and also more superficial?) preparation in law, ac- 
counting, and administration constitutes the compulsory program 
everywhere except in Brazil (in Paraguay the accounting is 
taken on the secondary level.) This wide training may readily 
be defended in small (like Uruguay) or substantially undeveloped 
(like Paraguay) nations. Under such conditions, extremely 
specialized training may not be justified; instead job opportuni- 
ties (i.e., the personnel needs of government and business) may 
call for graduates well versed in these cognate fields. It is 
striking, however, to note that in Argentina and Uruguay, 
economics proper is regarded as an elaboration of the account- 
ant’s or businessman’s essential training. “Pure economists,” 
or persons specializing in the social outlook on economic mat- 
ters, are in effect judged somewhat less vital than graduates 
prepared to direct specific enterprises (which in the Uruguayan 
case include a number of government industrial corporations). 
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In Brazil, where separate programs and degrees exist, the dual 
system has not been in operation long enough for a reasonable 
evaluation to be attempted. 


FACULTAD DE CIENCIAS ECONOMICAS DE LA 
UNIVERSIDAD NACIONAL DE ASUNCION 


Program Leading to the Degree of “Doctor in Economic Sciences” 


First Year Political Economy I 
Civil Law I 
Economic History 
General and American Economic Geography 


Second Year Political Economy II 
Civil Law II 
Mathematics I 
National and Comparative Economic Geography 


Third Year Administrative Law 
Mercantile Law I 
Mathematics II 
Industrial and Rural Technology 


Fourth Year Mercantile Law II 
Mathematics III 
Banks, Credit, and Money 
Finance 


Fifth Year Sociology 
Corporations, Insurance, and Co-operatives 
Labor and Rural Law 
Statistics 


Sixth Year Organization and Administration of Firms 
Economic Policy 
Fiscal Legislation 
Comparative Finance 


Degree Granted: “Doctor in Economic Sciences” 


In Argentina, Uruguay, and Paraguay, graduates of the 
Schools of Economic Sciences look forward to good job pros- 
pects. In many cases they are able to obtain positions in their 
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INTERNATIONAL COMPARISONS OF ECONOMICS PROGRAMS 


Argentina Brazil Uruguay Paraguay 
Is economics viewed 
as elaboration of 
accounting course? Yes No Yes No 
Is there a 4-year 
| \ Yes Yes Yes No 
Degree offered at-end 
of 4-year program.........Accountant Bachelorin Accountant None 


Ec. Sciences 
Is there a doctoral 


SIONS fen Yes No Yes Yes 
Seminar work 

offered? __. lee ai Yes No Yes No 
Total number of courses 

in 4-year program*.. 21 23 23 24 
% of law courses 

in 4-year program*____... 33% 9% 26% 29% 
% of accounting courses 

in 4-year program* 14% 9% 30% 0% 


Number of years 
of mathematics 


in 4-year program* 2 1 2 3 
Number of courses in 
international economics 0 1 1 0 


Morning & Morning or Morning Evening 


1 held 
Cenanee Sn Evening Evening 


* The entire, 6-year program in Paraguay. 


career fields during the final years of their university courses. 
Their location in large cities, the hours at which classes meet, 
and the growing employment possibilities in expanding economies 
all explain this. Consequently, relatively few students (under 
20%) remain at the university for the advanced economics de- 
gree. The market for (first degree) college graduates in the 
social sciences has not yet reached the point of satiation in the 
Plata River countries, as it has in many sectors in the United 
States, and the doctoral degree will not bring its holder a signi- 
ficant improvement in position and remuneration. Only in the 
academic sphere is it useful, since the degree is required for 
appointment to university teaching faculties. 
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In Brazil, the market for trained economists is at present 
rather small. Civil service classifications do not contain an 
“Economist” rating, and those performing economic analysis in 
different ministries bear titles like administrative official, ac- 
countant, adviser to the minister, or chief of section. Aside from 
university posts (and only in Sao Paulo may these offer a com- 
plete livelihood) and rare positions in trade associations and 
chambers of commerce there are few opportunities for graduates 
of the Schools of Economic Sciences to work in their fields. 
Business firms do employ managers in addition to technical 
personnel, but only the largest (like Matarazzo Industries) have 
a staff of economists. On the whole, “junior executive” positions 
are awarded on the basis of personal relationships and acquain- 
tances, or to those who have worked up from clerical or manual 
tasks; few if any firms seek college graduates to enter training 
programs, as in the United States. This reflects the failure, 
frequently encountered in Latin America, to appreciate the signi- 
finance of the managerial function, and of trained managers who 
are not personally related to the owners of the firm. To the 
extent that graduates of these Schools obtain “professorships” 
in the secondary and preparatory schools, they utilize their 
knowledge of economics to supplement their income from other 
sources. At present, the Brazilian Congress is considering a bill 
to grant graduates of the economics courses certain preroga- 
tives and privileges, similar to those enjoyed by accountants; if 
this bill is approved, firms of a certain size will be required by 
law to hire an appropriate number of graduate economists. 

Returning, however, to the preparation of economists, it is 
important to remark from the outset that in these countries, 
the university does not usually represent the principal focus 
or center of activity for either students or professors. The latter 
live off other employments and devote limited time to their 
teaching and often little if any to research. The use of pro- 
fessors occupied primarily in non-academic pursuits is generally 
defended on the ground that they bring a fresh, practical out- 
look to the classroom. Who could be more qualified to teach a 
course in fiscal policy than the minister of finance (as in Uruguay) 
or one of his key advisers (as in Brazil) ? Who is more versed in 
public accounting than the Accountant General of the nation 
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or of a particular State? It is indeed true that the participation, 
even on a part-time basis, of experts who grapple daily with 
policy questions avoids the “ivory tower” isolation from which 
some U. S. economics courses suffer. At the same time, however, 
the pressure of these official or commercial duties frequently 
keeps faculty men from preparing their lectures thoroughly; 
likewise, their contacts with students outside the classroom are 
very limited, though the busyness of the latter also contributes 
to this. In those schools where the professor holding the chair 
has suitable assistants, part of this difficulty may be eliminated; 
also, potential successors to the professorial chair thus receive 
sound training, both in the subject matter and in pedagogy. 

Even though most Latin American universities charge only 
nominal tuition fees and are located in large cities (thus draw- 
ing many local students), few students can turn to their parents 
for living expenses, and the large majority seek full-time posi- 
tions in business, government, or banking. The time and energy 
devoted to earning a living leave little room for serious and in- 
tensive study at the end of the day. Education frequently must 
take a second place in the student’s life, for economic reasons 
against his will. Latin American universities in general do not 
lay as much stress on specific textbooks and assigned reading as 
is the custom in the United States, and students rely upon their 
lecture notes and a few well-known treatises to pass exami- 
nations. Following the Continental European system, several 
of these schools do not insist on regular attendance but permit 
students to present themselves for examinations as soon as 
(whenever) they are prepared. Where there are no residence 
requirements or time limits, students may enroll in courses and 
then leave the city, or may complete a four-year program in six 
or seven years. On the whole, then, economics instruction in 
these countries does not appear to be so rigorous or demanding 
of student concentration and dedication as similar programs in 
the United States. Though students in these countries may 
boast a broader preparation than North American students 
receive, in many cases they lack in depth what they gain in 
extension, depsite the fact that courses occupy the whole academic 
year, not half of it, as in the United States. 

A thorough discussion of research activities, economic publica- 


_ 
- 


-—“S "re SS 


it 


THE PREPARATION OF ECONOMISTS 43 


tions, and the prestige enjoyed by economists (a difficult thing 
to measure) lies outside the scope of this short study. In con- 
clusion, however, it may be noted that Latin American students 
almost invariably have a good command of French (and to a 
lesser degree Italian) in addition to their native Spanish or 
Portuguese. Furthermore, many of the major works of Ameri- 
can and English thought, especially general treatises, have been: 
translated into easily available Spanish versions. Though uni- 
versity libraries may be meager in certain places, access to suit- 
able texts and reference works is thus not a major problem. 
Similarly, except in the most remote towns, professors can keep 
reasonably well informed on current developments. 








Foubloms of Sndustrialization in dh silte 
Msiilias 


By Tiausive A Hall and Anal AA. Rogow 


Students of politics are generally agreed that problems of 
industrialization have been to some extent responsible for the 
political and social upheavals of the last thirty-odd years. Such 
revolutions, moreover, have largely been confined to backward 
areas or to areas in which industrialization was a rather late 
development, and their popular slogans, consequently, have had 
a direct relationship to the economic background. We have 
heard much of the “Five-year plan,” “labor front,” “freedom 
from foreign capital,” “emancipation of workers and peasants,” 
etc. ; and few of us are likely soon to forget the National Socialist 
German Workers Party. 

Curiously, however, studies of industrialization proceed in 
something of a vacuum in the sense that industrialization is 
rarely related to the social and political problems with which it 
has an intimate connection. Latin American industrialization, 
for example, is the subject of a vast literature, but the literature 
has, with few exceptions, been concerned with technical prob- 
lems. Social and political effects of industrialization appear, 
if they appear at all, as gratuitous assumptions, and they fre- 
quently reflect the cultural background of the observer. Typically, 
it is concluded a priori (1) that Latin American industrializa- 
tion will lead to or encourage democracy, “the political expres- 
sion of a rising middle class”; (2) that it will produce multi- 
facet economies and high living standards; and (3) that Latin 


*Mr. Hall and Mr. Rogow are part-time instructors in the Politics 
Department at Princeton University, where both are preparing doctoral 
dissertations. 
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America ‘wants’ to be industrialized, and hence, that Latin Amer- 
ican industrialization will ‘happen.’ The latter assumption, of ° 
course, can fairly be allowed, even without reference to public 
opinion polls. Latin American governments are increasingly 
committed to industrialization policies, and organized groups 
such as business associations and trade unions, whose programs 
relate to industrialization, are potent factors in political life. 
Moreover, foreign interests, political and economic, press cease- 
lessly for attractive investment and trading opportunity. Finally, 
and perhaps more important, the influence of the United States 
is particularly strong in Latin America, and this influence may 
be expected to encourage Latin American demand for some of 
the comfort and conveniences associated with industrialization. 

The assumption, then, that Latin America will continue to 
industrialize is well taken, but can the other assumptions be 
permitted? Will industrialization in Latin America result in 
democracy on the Western model, and will it, in effect, produce 
an economic and social oasis where there was desert before? 
Or, rather, will Latin American industrialization follow the 
general pattern of industrialization in backward areas, i.e., set 
off cataclysmic political and social change of a very different 
sort from that which produced the liberal democracies of the 
West? 

Tentative answers to these questions involve, first of all, some 
consideration of the meaning of industrialization. Without at- 
tempting an inclusive answer, we may describe the essence of 
industrialization as an application of technology to production 
both on the land and in the workshop. Historically, such an 
application has been characterized by “the invention and use of 
processes which make it possible to speed up and constantly to 
increase production .. . by the concentration of capital and the 
growth of large undertakings, the existence and working of 
which, from being only exceptional, came to be the normal condi- 
tion of industry.”! But more important for our purpose, in- 





1 The nature and meaning of the industrial revolution has been explored 
with great insight in B. and J. Hammond, The Rise of Modern Industry 
(New York, 1937) and P. Mantoux, The Industrial Revolution in the 
Eighteenth Century (New York, 1927). The quotation is from the latter 
work, pp. 487-8. 
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dustrialization has been typified by an accidental or deliberate 
integration of technology, capital, labor, and demand in forms 
which change the structure of society. In the past, for example, 
the rise of classes, the growth of cities and the urban population, 
and the whole development of the nation state have been distinct 
consequences of this integration. It is further important to note 
that industrialization is not spontaneous or immediate, but a 
process of social-change that takes place over a very long span 
of years. Indeed, in using the term we characterize an era per- 
haps more than we do an event, an era that in the West occupied 
almost two centuries and elsewhere has not been concluded. 

Nor do all countries industrialize in the same way. A country 
without any important mineral or power resources can hardly 
develop heavy industry although it may have important secon- 
dary industry. A country without access to the seas will find 
it impossible to establish ship building and related maritime 
industries. Industrialization in a pastoral economy will initially 
take the form of processing animal products; in an agricultural 
country industrialization will be directed toward the production 
of foodstuffs. 

Further, countries do not industrialize at the same rate. The 
United States, for example, could industrialize in a relatively 
short time, in part because we were able to ‘borrow’ technology 
from Britain, and our imports, human and material, from a 
Britain well advanced industrially accelerated new tastes and 
demands. Unlike Britain, we developed a labor force not only 
by taking workers from the land but equally by encouraging 
immigration, a technique both speedier and less costly. In addi- 
tion, we enjoyed ample resources and land area, waterways con- 
venient to raw materials, and a labor force that brought import- 
ant skills with it. Finally, our rising business class had neither a 
Crown power or landed aristocracy to struggle with for political 
franchisement. From the beginning there were no cultural or 
religious restraints placed upon entrepreneurial ability and few 
legal restrictions imposed upon free enterprise. The middle 
class was already in the ascendance at the time of the American 
Revolution, and it was firmly established with the Jacksonian 
era. 

But neither here nor in Britain was the Industrial Revolution 
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always followed by a general improvement in the conditions of 
life. Initially, the family was broken into individual units of 
labor without regard to parent-child or husband-wife relation- 
ship. The new work force in the rapidly rising cities lived in 
bleak, congested areas, suffered from a thousand occupational 
diseases, and died early deaths in cold tenements. In the early 
period, hunger riots in the cities were not uncommon, and at- 
tempts by workers to remedy conditions were treated as criminal 
conspiracies. The bare franchise was not extended to the work- 
ing class until relatively late in the era of industrialization, and 
it should be remembered that trade unionism and ameliorative 
legislation arose later still. In short, the first effects of the 
Industrial Revolution were to bring great wealth and power to a 
relatively small class with which its genesis was associated, and 
desperate misery and suffering to the many. It can be said, 
in fact, that historically this condition is the principal immediate 
effect of industrialization, and latter day social and economic 
improvements, far from being spontaneous, are in the nature of 
a delayed reaction to conditions which did develop spontaneously. 

Thus, the kind of society and the kind of ideology which 
ultimately arose to accompany the new technology were in part 
a result of deliberate and rational inspection of the first fruits 
of industrialization. The new middle class showed no more self- 
lessness than the feudal aristocracy it had supplanted, and the 
restraints which were finally placed upon it came only after its 
irresponsibility had been demonstrated and institutionalized. 
These restraints, in part mechanical and in part philosophical, 
which came to be known collectively as democracy, were, in 
other words, a product of a whole social development rather 
than of industrialization per se. And this social development in 
turn owed much to antecedent tradition and values in the cul- 
tural setting. Consequently, there is no historical justification 
for the assumption that Western Democracy is the inevitable or 
logical handmaiden of industrialization. To the contrary, the 
last forty years have shown the variety of approaches or re- 
sponses to industrialization which are possible, and which must 
be borne in mind by one who attempts to forecast the future 
of Latin America. 

To speak of “problems” of industrialization, then, means that 
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the culture-setting has stamped itself on what are simply neutral 
physical limitations or potentialities. What is done, conceptually, 
with the neutral factor, depends on the values attached to indus- 
trialization, the motives for which it is sought by a nation 
operating as a political and social unit. 

Among these factors some are relatively fixed, while others 
are malleable according to the kind of economic program into 
which they are incorporated. The most obvious limitations are 
those imposed by the kind and extent of Latin America’s natural 
resources. Thus, formation of an economically feasible basic 
industry is hampered by the virtual absence of coking coal and 
the dispersion and inaccessibility of iron deposits.2 The diffi- 
culties engendered by the unwillingness of American capital to 
finance an independent Latin American industry,*® and the fact 
that the principal Chilean and Venezuelan iron deposits are in- 
cluded in American-owned reserves, are more viable; the fact 
remains that a steel industry is a luxury which Latin Americans 
can afford only in terms of broader and non-economic considera- 
tions. 

On the other hand, there is an obvious economic justification 
for the elaboration of Latin America’s processing industries. 
Primary products must continue to form the basis of her export 
trade and the means for her obtaining the capital goods neces- 
sary for an extension of manufacturing industries. Value which 
can be added to primary products before export will tend to 
make more advantageous the terms of exchange, cushion the 
economy against fluctuations in the international market, and 
increase domestic profit through reductions in transportation 
costs. There is the further advantage that the labor demands 
of such industries as meat packing, ore reduction and petroleum 
refining can be satisfied in great part by the relatively unskilled 
native work force. 





2 See G. Wythe, Industry in Latin America (New York, 1945), pp. 29-32 
and 35-37. 

3 See below, p. 11. 

4 As of 1947 manufacture, including processing, contributed to the value 
of exports of the most industrially advanced Latin American countries in 
the following proportions: Argentina, 3.9%; Brazil, 7.7%; Chile, 7.4%; 
Mexico, 24.3%. UN/ECLA, Economic Survey of Latin America (ESLA) 
(Lake Success, 1949), p. 207. 
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These factors combine to make practical, if not essential, the 
development of light and processing industries as the soundest 
and broadest basis of Latin American industrialization — one 
properly antecedent to development of more specialized skills 
and the manufacture of capital goods. 

The wisdom of such an orientation is further borne out by 
the pattern in which internal transportation has been developed 
in most Latin American nations. Railroads, financed largely by 
3ritish and French capital, were designed principally for the 
transportation of raw materials to seaports. Since the product 
of processing industries, like the raw materials processed, would 
continue to be pointed at the foreign market, existing railroad 
facilities can serve them more or less adequately whereas they 
are not adequate for the correlation of manufacturing industries 
producing consumer goods for domestic use, or for the distribu- 
tion of those goods. Development of a distributive railroad net- 
work must otherwise be considered as a necessary form of 
-apitalization of a consumer’s goods industry—a form of invest- 
ment which Britain and France are now unable and the United 
States unwilling to provide. The alternatives are either extra- 
vagant distribution costs for consumer goods, or extremely 
localized manufacturing units. In either case, the development 
of optimum markets for these industries would be inhibited. 
And the political atomization of Latin America operates as a 
further obstacle to the rationalization of market areas. This 
situation militates especially against the smaller republics, but, 
reinforced by a universal and often punitive protectionism, ham- 
pers the growth of sound consumer industries in all twenty of 
the Latin American countries. 

The actual significance of these determinants, however, de- 
pends finally on the weight given them in the Latin American 
approach to industrialization. The preclusive effect of inade- 
quate resources for a steel industry, for example, can only be 
measured in terms of the importance attached to the develop- 


5 An insight into the reluctance of American capital to assist Brazil in 
the development of the rich Itabira iron deposits by financing the Itabira- 
Victoria railway is offered by G. Wythe, “Latin America’s Vast Resources,” 
Mexican-American Review (June, 1949), p. 34. 
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ment of a self-sufficient economy. Other natural factors are 
similarly variable, and to assess them properly we must first 
determine the objects of industrialization in the typical Latin 
American republic. 

Without exception industrialization programs announce as 
their central object the improvement of living standards and 
social conditions generally. Considering that the average annual 
income of the Latin American ranges, in terms of purchasing 
power, from fifty to two hundred and fifty dollars,® this appeal 
is both obvious and popular enough to divert attention from the 
means to be employed, and from the political and social conse- 
quences of these means. In fact, such diversion is always the 
risk, if not the design, of a statement of purely material objec- 
tives. 

One of the essentials of an increasing standard of living, 
however, is an effective demand which mounts steadily, both 
intensively and extensively. But a variety of factors combines 
to retard the development of purchasing power. To begin with, 
profits, often excessive, continue to be drained from Latin Amer- 
ican establishments by foreign owners and investors, in spite of 
varying government efforts to reapply these profits to the domes- 
tic economy without completely discouraging investment. A 
smaller drain results from the fact that much of the skilled and 
highly paid labor in infant and foreign-sponsored industries is 
also foreign. 

Secondly, the Latin American population is still predominently 
rural-agricultural.? Concentration of land ownership, and the 
resulting near-peonage of this population, renders it largely un- 
affected by urban industrial progress. Profits resulting from 
increased urban demand for agricultural products filter slowly, 
if at all, to the agricultural laborer or tenant. Even the benefits 
of increased land productivity are largely diverted by land own- 
ers, and accrue disproportionately to the actual working farmer. 
Thus, the rural population remains a separate and feudalistic 





6 The overall average is about one-sixth that of the United States, as of 
1940. ESLA, p. 36. 

™The rural population percentages range between 61.7 and 82.0 exclud- 
ing Argentina (38.6) and Chile (47.6). Ibid, p. 152. 
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segment of Latin American society, screened from the effects 
of industrial development. And since this considerable group 
constitutes the mass market upon whose effective demand an 
increasing production of consumer goods depends, such produc- 
tion is stifled as it reaches the point at which that dependence 
begins. 

While statistics breaking down purchasing power into rural 
and urban components are not available, it is evident that rises 
in urban purchasing power have not, in most countries, been 
able to offset significantly the depressed purchasing power of 
rural areas. The increased demand for domestic manufactured 
goods which occurred throughout Latin America during World 
War II seems to have been a response to a sharp reduction of 
imports of manufactures. Expansion of demand, judging from 
rises in real national income, has been slight in those countries 
for which information is available.® 

The second major prerequisite for an industrialization pro- 
gram is investment capital, but both foreign and domestic sup- 
pliers, to the extent that they are able to set their own terms 
and choose their investments on a basis of profit expectancy, 
have been able to disturb long-range, systematic development 
programs. 

The overall effect of these restraints is that what improve- 
ment in production has been achieved recently is the result of 
more intensive use of existing facilities and the protection of 
uneconomic producing units. Real progress is better indicated 
by the disproportionately slow increase of investment per work- 
er, which, according to most recent available data, ranges from 
nine hundred dollars to three thousand dollars as compared, for 
example, with five thousand five hundred dollars for Canada.® 

A final barrier to industrial expansion derives from the extent 
to which each country attempts to build an independent and self- 
contained industrial system. The construction of markets im- 





8e.g., Chile, where an 8% rise in national income during 1940-1945 was 
compensated for by a population increase of 6.4%, such that the per capita 
rise was an unimpressive 0.24%. ESLA, p. 37. 

9 ESLA, p. 14. The Survey said: “An industrial worker in Latin 
America is aided on the average by motor power of two horsepower as 
compared with six horsepower available per worker in the United States.” 
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posed by rigid deference to national boundaries means that some 
industries are precluded from reaching optimum size, and that 
the advantages of regional specialization cannot be achieved, 
particularly in the case of consumer industries. Processing 
industries are beginning to regain European markets lost during 
the war, but it seems likely that the relative dependence on 
United States trade which was one of the results of the war 
will continue, and that the terms of dependence will include 
discouragement of that area in industrial development. It is 
revealing that many of the processing industries which have 
recently spurted under local ownership—e.g. oil refining and 
edible-oil extraction—are complaining of systematic boycotts 
in the international market.’° 

It is not enough, however, merely to say that these limitations 
of demand, investment, and market operate to restrict the 
benefits of industrialization to future generations. The charac- 
teristic Latin American argument admits this, and adds that 
these benefits were similarly postponed in Western industrializa- 
tion. The argument goes on to suggest that economic disloca- 
tion must be endured until the evils of imperialism, uncontrolled 
scarcities, and monocultural sensitivity are eliminated. It would 
rightly point out that the United States also employed a protec- 
tionist policy for a great many years, and that its industrializa- 
tion was achieved at the expense of ruthless exploitation of the 
farmer and laborer. This argument may be granted, but what 
must be questioned is its implication that Latin America will 
ultimately achieve a comparable industrialization, and that this 
industrialization will automatically be accompanied by the growth 
of similar political and social institutions. 

But it may be doubted that either of these implications are 
realistic in relation to Latin America. In the first place, while 
it may be agreed that Latin America’s industrial output will 





10 Cf. the reply of the Mexican Confederation of Chambers of Industry 
to a report of the National Foreign Trade Council, (U. S. Chamber of 
Commerce), which report complains, not at all subtly, that Mexico’s official 
policy slights the “essential industries”—i.e., agriculture, transportation 
and extraction. The reply is a classic statement of the Latin American 
argument for industrialization. Mexican-American Review, Feb.-Mar., 
1949, pp. 10-14. 
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continue to increase, there is strong reason to doubt that the 
present rate of increase will be maintained, or that it will be 
proportional to population increase. Such assumptions rest on 
the premise that industrialization is self-generating, that is, that 
industrialization proceeds according to a dynamic principle 
whereby it gathers momentum from ever more favorable factors 
of technology, demand, markets, and capital. This, indeed, was 
the pattern of industrialization in the eighteenth and nineteenth 
centuries, but, distinctly, it has not been the pattern in Latin 
America. The existence of a vast agricultural population which 
barely maintains itself on a subsistence level, the presence of 
artificial barriers to market extension, undependability of in- 
vestment capital, economic unfeasibility of basic industries, 
and the inelasticity of world demand for most of the 
leading Latin American exports are limitations which make 
the analogy untenable. Given this web of restraints, one may 
expect a tapering off of industrial expansion, disproportionately 
low reflection of industrialization in improved living standards 
and ever-costlier maintenance of “baby industries’ by govern- 
ment subsidization. The specific cultural pattern of Latin Amer- 
ica is a further deterrent to industrialization on the western 
model. Here some obvious contrasts may be useful. 

To begin with, independence of business from political control 
was the essence of middle-class democracy as it developed in the 
West. Whatever the cultural determinants which helped pro- 
duce this independence, it was ideally appropriate to the times. 
The material world lay open for conquest, and its imperatives 
were such that the worlds of politics, of religion, indeed, of 
established social order, had necessarily to operate as lesser 
constellations. The natural functioning of the industrial order 
was regarded as socially beneficial, and the wasteful by-products 
of frequent failure and over-expansion were taken lightly. En- 
trepreneurship, risk and competition were the essentials of its 
spirit, and since no nation possessed unassailable technical ad- 
vantages in a time of rapid technological innovation, the problem 
of the individual business man could be expressed simply as 
“keeping up.” 

But the attitudes of laissez faire are unsuitable for those back- 
ward areas now embarking on the same course. Once a nation 
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has set industrialization as its necessary and foremost goal a 
much different logic is put in motion, and its problem is not one 
of “keeping up” but of “catching up.” The notion that the path 
of the present must be joined typically involves the corollary that 
the juncture must be reached at the earliest possible time; to 
such an end the experimental wastes of free-wheeling entre- 
preneurship are not to be tolerated, and the ideology of the ‘in- 
dustrially arrived’ is inappropriate. 

Since these demands are immediate, it follows that their im- 
plementation must be sought by existing regimes. And since 
industrialization is to occur not as a spontaneous process, but 
according to deliberate design that design will be formed accord- 
ing to the special motivations of existing regimes. Not only 
is there no time for a slow political accommodation to new econo- 
mic circumstances, but such accommodation contains just those 
elements of uncertainty and insecurity which a personalized and 
authoritarian regime seeks to eliminate. The example of one’s 
industrial predecessors serves as objective warning against the 
emergence of a new dominant class, and any such spontaneous 
occurence is premeditatedly stifled. 

Under these circumstances, industrialization serves not only 
as an end in itself, or as a means of securing a higher standard 
of living, although these may have long-term significance. It 
becomes initially important as a tool for the satisfaction of politi- 
cal ambitions which are carried over from the pre-industrial era. 
In Latin America the core of these ambitions has consistently 
been personal advantage and power, conceived in nationalistic 
terms. With these aims in mind a regime thrusts itself into 
the role traditionally occupied by the middle class, and to the 
extent that it permits “‘private enterprise,” that enterprise is 
rigidly controlled by and closely allied with government from 
the beginning. The partnership may, and usually does, display 
a middle class orientation in its values and behavior, but this 
phenomenon cannot conceal the fact that in its process there is 
no development of an independent, and democratically inclined, 
middle class. Thus, that desperate shoring up of a failing in- 
dustrial system which is one of the basic features of Fascism, 
tends to be made the original conditions of an industrial order in 
the economically backward area that is Latin America. Add 
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to this the near absence of the independent peasant proprietor, 
the preemption of upper middle class positions by non-perma- 
nent foreign residents, and cultural factors such as the conser- 
vative role of the Church and the tradition of Personalismo, and 
the old assumption as to the class politics of an industrial society 
must be severely modified. 

But even if admitted that democratic development is missing 
in this union of industry and politics, it is frequently claimed 
that counter-balance is offered by the rise of a newly created 
urban proletariat. Just as Latin America can ‘borrow’ from 
more advanced countries, the argument runs, so may workers 
‘borrow’ the ideology and organization of workers in those 
countries. 

The experience in a few favored areas, notably Mexico and 
Uruguay, tends to support this analogy, but it must be remem- 
bered that the whole pattern of industrialization in these coun- 
tries sets them apart from the rest of Latin America. More 
typically, Latin American labor has developed under regimes 
hostile to working class goals, and more importantly, has shown 
that curious inability to understand and combat Fascism which 
was the mark of the German labor movement before the War. 
Indeed, Argentina’s labor movement has copied too perfectly the 
American trade unionist’s stress of material improvements, and 
his historically justified indifference to political institutions. 
Further, the Latn American’s traditional acquiescence to auto- 
cratic government serves to reinforce the importance of labor. 
Its primary demand from government is that it be given, or 
appear to be given, substantial material benefits. It may be 
ignored where it is weak and unorganized, or conceded to where 
strong; but in the process of concession a fascistic government 
may, as Perén has demonstrated, make organized labor its most 
dependable support. 

In short, industrialization as it is characteristically concerned 
and directed in Latin America does not necessarily result in 
the formation of either a middle or a working class, as those 
terms have been generally understood. This is simply to say 
that industrialization occurs while the pre-industrial social 
structure remains virtually intact; but the values and ambitions 
which animated leaders of the old order are retained as well, 
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and these are such that the traditional benefits of industrializa- 
tion—a new class system, higher living standards and political 
democracy—do not always follow. 

The possibilities of industrial expansion within the present 
Latin American milieu are not yet perilously near exhaustion. 
Nor can it be denied that current programs of industrialization 
particularly as they concentrate on the most economically feas- 
ible enterprises, will produce some material benefits, however 
delayed and inadequate, to the common people of Latin America. 
But the limitations by which these benefits are confined and 
truncated are largely artificial. A heavy industry which can 
minimize its high cost as well as justify that cost by its ultimate 
usefulness to the whole of Latin American society, and a secon- 
dary industry at its most rational and healthful level, must 
await the wider recognition of that artificiality. This, in turn, 
will be possible only after Latin Americans have achieved a 
rationalized national system, thorough-going land reform, and 
a wise and independent labor movement. 


iii on the Price of Caffe: as 
Eiintiiiiees on the Meaning of the 
Price System 


By Elgin Wilkams 


It must have occurred to other readers as it has to me that 
Acierto, in the course of investigating an increase in the price 
of coffee,'! has raised anew and in exceedingly illuminating fash- 
ion all the fundamental problems of economics. What should 
a cup of coffee cost? Before we can answer we must get into 
the whole theory of costs, prices, and the allocation of resources 
in general. What incomes should the various groups who con- 
tribute to the production of coffee receive? Before we can 
decide we must have tangled with all the thorny problems of 
productivity, “rights,” and distributive justice. It is, I think, 
fortunate for economic theory that the Gillette Committee in- 
vestigation has at this time focused the attention of Acierto 
and other Latin American economists on these age-old questions, 
for: we are now in an historical era—that of the good-neighbor 
policy, the Marshall Plan, Point Four, and the cold war—in 
which their nature and the conditions of their solution can be 
much more clearly seen than ever before. If I am not mistaken, 
the whole meaning of the price system for international relations, 
for social stability, indeed for the course of civilization itself is 
every day now, and in precisely such “trivial” connections as 
coffee prices and their investigation, becoming spelled out so 
that he who runs may read. 


1“The Economics of the Good Neighbor Policy: the Gillette Committee 
Investigation of the Price of Coffee,” Inter-American Economic Affairs, 
Vol. 4, No. 1 (Summer, 1950), pp. 3-33. 
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1. The first reflection to which I am led by consideration of 
Acierto’s article is this: price changes are fateful. They amount 
to unauthorized redistribution of national and international in- 
come (p. 9), gambling with the economic well-being of whole 
countries (p. 21), private Marshall Plans (p. 26), containment of 
Communism (pp. 26 ff.). Economists have always recognized 
all these things. They have spent a great deal of ingenuity 
demonstrating that price movements are income movements, 
since every price is an income to somebody. Generations of 
them have likewise pointed out that countries may enter into 
decline by pricing themselves out of markets, that other, wiser 
countries may accumulate capital funds by gains from trade, 
and that economic circumstances are closely related to social 
unrest and the lack of it. What is new, I submit, is the changing 
attitude which economists, as part of the general public, now 
take toward these phenomena, a change symbolized by the very 
investigations of price movements which are now so common. 
This change can be expressed without, I think, too much in- 
accuracy as follows: people (including economists) once believed 
that the individual and social adjustments forced by “the market” 
were in the interests of justice, efficiency and progress; today 
they are not so sure. Today prices are fateful in a different 
sense than ever before. 

A real difficulty arises, however, when one tries to get from 
this vague feeling of dissatisfaction to real understanding of 
the role the price system plays in the Americas. What is the 
price system anyway? Why do we put up with it? Is it a 
good system of social organization for inter-American trade and 
production? To answer these questions we must have some idea 
of the purposes of the supply-and-demand system of social ar- 
rangements, of the goal toward which market adjustments pre- 
sumably tend. Here I think we immediately come to the most 
glaring contradiction in contemporary economics, a contradic- 
tion evident on every page of Acierto’s excellent article. This 
basic incongruity can be stated as follows: although economists 
know, with one half of their minds, so to speak, that price and 
market adjustments are fateful to national and hemisphere 
society, to world civilization itself, they habitually, with the 
other half, deny this crucial fact. They regard the end and 
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upshot of all the factor and resource gyration as involving no- 
thing more than subjective mentalistic satisfaction-states of in- 
dividuals. With particular reference to Latin-American econo- 
mics, where there are signs that this intellectual log-jam is about 
to break up: while on the one hand recognizing that the price 
system is the method which our whole hemisphere trusts to solve 
its knottiest and most far-reaching problems, Latin-American 
investigators simultaneously behave as if the “free play of supply 
and demand” were economic only in its functions and implica- 
tions, not cultural and civilizational, this “economic’”’ itself hav- 
ing reference to things little more important than the way con- 
sumers divide up their dollar purchases in their search for kick- 
maximization. The result of this confusion is that no such in- 
quiry as that of the Gillette Committee or Acierto can really 
answer the basic question with which it begins: How is the 
price system doing in this particular field? The investigator 
really has no yardstick to measure efficiency ; the means of price 
adjustment are not consciously subsumed under a goal or end 
with reference to which their success or failure might be made 
clear; indeed it is tacitly assumed that there zs no social goal 
or cultural end involved. 

Let me rather categorically state a different assumption and 
plead for a different procedure. It is necessary to affirm without 
beating around the bush that inter-American economic affairs 
are not merely economic, that what is going on in international 
trade is not merely the satisfaction of the desires of sovereign 
consumers and the allocation of resources by profit-seeking busi- 
nessmen. The purpose of the price system is not the equilibra- 
tion of desire and effort, or the squeezing of “utility” from the 
hemisphere’s scarce resources. On the contrary, what is going 
on in hemispheric trade is culture-building. We are building a 
new civilization in a new world. Into that effort is going the 
variegated contributions of scores of cultures and sub-cultures 
and hundreds of millions of culture-bearers: artisans, craftsmen, 
scientists, intellectuals, agriculturalists, technologists, engineers, 
artists. The price system has ‘its justification (or lack of it) 
in its contribution to this grand social effort; the goal of all our 
allocation and reallocation of resources is rapid and smooth 
transformation of two inhospitable, scarcely habitable conti- 











60 INTER-AMERICAN ECONOMIC AFFAIRS 


nents occupied by warring groups of undemocratic, unenlighten- 
ed mollusks of men condemned to lifelong routine drudgery at 
uninteresting tasks into beautiful cities and countries occupied 
ecumenically by a peaceful progressive fellowship of tolerant, 
intelligent, growing co-producers and creators. 

I am aware that my prose is purple. Color is necessary if we 
are not to forget the real civilizational meaning of the rather 
gray statistics of imports and exports, coffee prices and banana 
production, tin-smelting and tractor assembly. If all this activity 
does not add up to building the City of God on earth—or, in 
more secular metaphor, handing on the torch of civilization to 
burn ever more brightly for ever more people—why keep it up? 
What is going on in the Americas anyway? Do we for one 
instant really believe that all that matters is the amassing of 
fortunes and stockpiles or the filling of stomachs and cash regis- 
ters? To put the matter more directly for the Latin-American 
economist: do we really think that economic affairs are their 
own justification, that the purpose of price movements is price 
stability or something like that? The balance of trade the 
summum bonnum? I doubt it. But I think economists come 
perilously near just this when they do not constantly in their 
investigations of particular economic situations judge the effi- 
ciency of whatever institutions, corporations, laws, governments, 
decisions, or men they are studying in terms of the contribution 
of each to the overall culture-building enterprise. 

Do not misunderstand me. I hope I am not a goody-goody, or 
that I ever forget Adam Smith’s famous reminder that there is 
little correlation between the public good and those who affect 
to trade for the public. I am not suggesting that each business- 
man rise and dedicate his stock-ticker each morning as knights 
used to their arms. It will be all right with me if the peons do 
not interrupt their walks to the cornfields in the dawn with 
dialogues with their oxen on how they fit into, via international 
interdependence and division of labor, the world network of 
creation which flowers into Joyce and Orozco and Einstein. 
People do not have to be conscious that they are building cul- 
ture to build culture; in fact a good case can be made out that 
the opposite is true. My point is this: whether or not people 
in general are aware of what is going on Latin-American econo- 
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mists must be. Unless they see fairly clearly that the circular 
flow of production-consumption-production-consumption is no- 
thing less than civilization’s preservation-cumulation-progress 
they will never assess correctly the function and worth of any 
particular segment of that circular flow. 

We can now, I think, answer Acierto’s questions. What should 
a cup of coffee cost? Whatever price will get the best pictures 
painted and the best books written, whatever will build The City. 
How should the price be divided? In whatever manner of dis- 
tribution will transform fastest the peons into opera-lovers, the 
businessmen into statesmen, the farmers into agronomists, the 
machine-tenders into artists and engineers. In other words, the 
problem of coffee prices and all subsidiary problems—of coffee 
consumers, workers, dealers, speculators, markets, middlemen, 
the economic well-being of whole countries—must be understood 
as part of the problem of civilization if our thinking and action 
with regard to them are to make sense. 

In a way Acierto recognizes all this. Presumably his concern 
for the American consumer is not predicated on the a priori 
assumption that consumers are always right, but on the civiliza- 
tional postulate that high standards of living conduce to progress, 
that if these standards are cut into by inflation damage will be 
done to the cultural fabric. Workers will not work so well or 
so imaginatively if they do not get their morning cup of coffee. 
Similarly Acierto’s regret that the transfer of income involved 
in the coffee inflation has gone not to the coffee workers of 
South America but to speculators makes sense only if we under- 
stand as implicit to his argument the assumption that the health 
of the working population is more important, makes more of a 
contribution to the job of conquering two continents for culture, 
than does the conspicuous Cadillac consumption of market 
manipulators. The State Department’s attempt to contain Stalin- 
ism, again, is reasonable only if Stalinism is bad for culture- 
building, and if the State Department’s chosen instrument for 
the containment—the subsidization of ruling Latin-American 
cliques—is good. And so on. My complaint with Acierto, and 
the State Department, and the Gillette Committee, and the Amer- 
ican public including the professional economists, is that all these 
assumptions and premises are implicit, their concern for culture 
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is not always in the forefront of their minds, and that therefore 
the light they provide for economic policy is so flickering and 
wavering as to be not infrequently indistinguishable from dark- 
ness. My gratitude to Acierto and the rest, my reason for be- 
lieving that Latin-American economics stands at a peculiarly 
favorable juncture to clarify the whole of economic theory, stems 
from the fact that their cultural assumptions are becoming more 
and more explicit as time moves along and as a result the sub- 
ordinate role of the price or supply-and-demand or free enter- 
prise or capitalist system (whatever you want to call it) is more 
and more clearly seen. Let me try to make it clearer by further 
reference to Acierto’s article. 

2. The State Department urged the abandonment of the Amer- 
ican consumer of coffee to the Latin-American governments, 1.e. 
to the coffee sellers and speculators, on the grounds that “any 
attempt to support the recommendations of the Gillette Commit- 
tee would feed the forces of Communism in Latin America, 
would damage the unity that now exists between the American 
states.” (p 26). Acierto is critical of this determination of the 
State Department to see that “the Latins got theirs now,” this 
“little Marshall Plan for coffee speculators,” as “a poor basis for 
an enduring foreign economic policy, however great our resources 
may be.” (p. 33). But I believe his criticisms come down to 
this: the State Department’s policy for the containment of 
Communism will not in fact contain it; the little Marshall Plan 
bears only superficial resemblance to a real Marshall Plan; in 
short, all the instrumentalities favored at the expense of states- 
manlike recommendations are specious, as means they do not 
accomplish the ends claimed by their sponsors. Otherwise there 
could be no criticism of the State Department or of the Latin- 
American representatives whom they echo or are echoed by, for 
assuredly the motives by which they are actuated are worthy 
ones, the goals they have in mind deserve fulfillment. No one 
would deny that the containment of Stalinism is at least as 
important a problem facing twentieth-century civilization as is 
the containment of domestic inflation. 

All civilization may be described, in fact, as the progressive 
containment of Stalinism — meaning by this the progressive 
elimination of militarism, arbitrary rule, totalitarian imperial- 
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ism—by Marshall Plans, meaning by this the provision of living 
standards which abolish the institutionalized ignorance and 
passivity which after all throughout history have constituted the 
core of totalitarianism, whether this has been known at any 
given time as absolutism, feudalism, Communism, fascism, Naz- 
ism, barbarism, Victorianism, or whatnot. In this sense it ought 
to be clear, from centuries of experience, that it is only enlight- 
enment, the sharing of technology and knowledge, which contain 
Communism in any fundamental sense. For us today not Magi- 
not lines, even if they reach around the world, but only the com- 
pletion of the industrial revolution can destroy in the nest and 
unhatched the eggs of invasion everywhere in the world, just 
as it is true to say that what slight and precarious elimination 
of totalitarian institutions and habits of thought the world has 
already witnessed are due each and severally to the slow en- 
croachment of the scientific and technological revolutions. There 
are two ways in which science affects human affairs, Albert 
Einstein writes. “The first is familiar to everyone: science pro- 
duces aids that have completely transformed human existence. 
The second way is educational in character—it works on the 
mind. Insofar as we may at all claim that slavery has been 
abolished today we owe its abolition to the practical consequences 
of science.’ 

The question the Americas now face is whether the supply- 
and-demand system should remain our chosen instrument for 
the completion of the industrial revolution and the containment 
of Communism (totalitarianism). Is direction of economic af- 
fairs by the market mechanism an efficient social prophylactic? 
Can culture be entrusted to the tender mercies of competition 
and free enterprise? To answer these questions, we need to 
see much more clearly than we do at present what the market 
mechanism is, in what sense the price system is “impersonal,” 
just who “supply and demand’’—those economic wraiths—are. 
So long as we are vague about these matters we cannot really 
know the civilizational function of our economic institutions; 
to the extent that we come to understand these institutions and 
thus begin to control our economic destiny we will owe our under- 





2 Out of My Later Years (New York, 1950), p. 135. 
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standing and control to deliberate dissection of the meaning of 
the price system which goes far beyond the customary termini 
of our thinking. For this reason I think it very important that 
Acierto, the Gillette Committee, and Latin American economists 
in general have begun to examine free private enterprise in a 
way it has never been examined before, since if we are ever 
going to find a more satisfactory guardian for Culture, we must 
discover wherein the present steward has defected from his re- 
sponsibilities and be quick about it. 

3. The key to this discovery, I think, is a sentence in Acierto, 
commenting on the “Latin American” (speculative) defense of 
the rise in coffee prices. “The Latin Americans failed completely 
to understand that the Congress of the United States had not 
authorized a redistribution of national income in the form of 
higher living costs for the mass of consumers and larger sales 
for exporters.” (p. 9). The implication here is that Congress 
should authorize redistributions of the national income. But 
every price movement involves such a redistribution. Does 
Acierto mean that Congress should decide on all prices and price 
changes? More fundamentally: what is the meaning of economic 
institutions which allow important decisions to be made without 
the authorization of the Congress of the United States? 

I find the meaning of these (what will seem in the future) 
extraordinary institutions to be historical. It was not so long 
ago, historically speaking, that everything of importance in 
the communities of the Western world was done without Con- 
gressional or parliamentary authorization. Only very recently 
and in very partial manner has the idea of control of adminis- 
trators by public bodies—the idea of delegated authority— 
“caught on” at all in the English-speaking countries and to some 
extent in Europe, while to the rest of the world this idea, and 
all the institutions, instrumentalities, and most of all habits 
which go with it, is still almost a complete stranger. With us 
in the Americas the blind spot is economic; it does not occur to 
us even to investigate the implications of private, unauthorized 
power and decision-making until some “scandal’’—perhaps some 
uncalled-for, unilateral increase in price such as that in coffee 
which brought the Gillette Committee out swinging—forces us 
to think (for a moment) about the matter. Just because con- 
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trol of our economic resources and the settling of the terms of 
their use is “private,” we tend to regard them as “outside the 
sphere” of Congressional or other public responsibility. 

Of course the persistence of important economic powers un- 
transferred to the public at the time of the English, French and 
American Revolutions (when oligarchies supposedly were strip- 
ped of oligarchical powers) is not without a convenient rational- 
ization. There is no need to put the countless details of resource- 
allocation under public control, the argument runs, because in 
effect the public—through its purchases in the market, through 
the system of “dollar votes” or consumer sovereignty—already, 
under private enterprise, controls this allocation down to the 
last detail. Instead of deliberating on its economic problems 
day by day, the community deliberated once for all, setting up 
the system of private resource-allocation guided by the profit 
motive, aimed at consumer satisfaction, and enforced by com- 
petition, thus ensuring the solution of its economic problems 
without having to go to further trouble. This way of thinking 
is of course to be read underneath every line of Acierto’s article. 
The most that he can say in criticism of the rise in coffee prices 
was that this took place in “a market in which a free play of 
demand and supply to determine price no longer prevailed.” 
(p. 14). 

I would be the last to deny that there is something to be said 
for this way of rationalizing. There is just enough truth in the 
belief that the “‘price’’ system determines the pattern of produc- 
tion, consumption and distribution in a rational and useful man- 
ner to allow this belief to persist in the face of frequent economic 
breakdowns and scandals. The regimentation of the feudal and 
mercantilist systems, in which each individual was told “what 
he should produce and how he should produce it, what he should 
earn and how he should spend his earnings” * is still fresh enough 
in people’s minds to make us overwhelmingly grateful for any 
alternative procedure which seems to promise freedom of con- 
sumer choice, freedom of enterprise, and freedom of mobility 
of labor. 

Yet we should stop and think. May it not be that these 





3A. Marshall, Principles of Economics, 8th Ed., p. 755. 
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precious freedoms have another locus, that they are not guar- 
anteed—to the extent that they are guaranteed—by the “free 
play of supply and demand” in the market but by other social 
institutions and structures? Or—to put the same question in 
another way—is it not possible that we interdependent citizens 
of the Americas might get all the benefits we want from the 
price system from some other instrumentality or instrumen- 
talities, thus losing nothing while gaining a new freedom, i.e., 
freedom from sudden inconvenient price changes and large scale 
disastrous price break-downs to which the “price system” is so 
susceptible?. May there not be a more efficient, less slow and 
clumsy method of economic organization than this bull in the 
fragile china shop of Western culture? 

Obviously I think the answers to these questions are affirma- 
tive. Indeed, when anyone of us stops to think about it, he 
must recognize that in our usual treatment of the system of 
supply and demand and competition we err egregiously both on 
the side of crediting to it benefits which obviously stem from 
other sides of our culture and of glossing over and even forget- 
ting entirely how ugly and irrational—once one looks it full 
in the face—is the spotted actuality. I will put it this way: the 
fact is, as we are coming slowly to see through hundreds of 
scholarly, Congressional and other investigations, so far from 
being the means of man’s escape from regimentation, the so- 
called price system (or system of free enterprise) is a still- 
surviving institution, feudal in character, of that regimentation 
which has been: lifted, so far as it has been lifted, by quite 
another actor on the social scene: the growth of modern science 
and enlightenment, expressed physically in the marvelous labor- 
saving and production-increasing occupation-diversifying and 
consumption-broadening devices of modern technology. 

The core of the price system (or the supply-and-demand sys- 
tem of free competition) is not price at all, but power. Price 
movements do nothing but reflect the consequences, direct and 
indirect, of the pursuit of power by individuals operating in 
many ways indistinguishably from their counterparts in the 
days of feudalism and mercantilism, protected in their operations 
by the same feudal institutions of near-absolute sovereignty 
(privacy), nepotism and selection by blood (inheritance and 
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transmission of power over resources), restricted suffrage (one 
share, one vote, instead of one man, one vote), the pursuit of 
trophies (the honorific bank-balance with attendant conspicuous 
consumption replaces the honorific war record with attendant 
conspicuous consumption, but that is all), and so on and so on. 
To look at the price system and see only its industrial or produc- 
tive side—the production and allocation of commodities and 
machines—without seeing the institutions and goals to which 
this production and allocation is subordinate is to go blind. It 
is like visiting a slave market, noting that the price of slaves is 
high when there is active demand for them or a scarcity of 
slaves offered, and vice versa, and concluding from this that 
here is “a market where the price is determined by the free 
interplay of supply and demand,” without going into the ques- 
tion of whether the institution of slavery doesn’t after all have 
something to do with the price which is finally determined and 
indeed the conditions under which the commodity is “offered’’ 
and “bought” in the first place. 

Yet there is a difference between the price system and the 
feudal system, and the difference might be expressed in this way: 
whatever feudalism is, capitalism is, but less so. In 1725, when 
Montesquieu decided to quit the law and devote himself to en- 
riching the world of letters, he raised the money for his travel- 
ing and writing by selling his Paris judgeship. People no 
longer do this today: judgeships are not for sale because they 
are no longer considered private property, and we unhesitatingly 
identify institutions which permit this (to our thinking) anti- 
quated sort of thing as “feudal,” in the dictionary sense of 
“merging public in private law, so that office and jurisdiction 
are forms of property.” But if in our society judgeships are 
no longer for sale, corporation directorships, banking captainer- 
ies, industrial rotten boroughs, and agricultural intendencies 
certainly are, and this is why we must learn to remember that 
capitalism (usually masquerading as the price system) is of its 
essence feudal; while many of our important decision-making 
powers and positions have been transferred to delegated authori- 
ties, most of those in the economic field have not. Cooptation 
still rules in economic affairs, and the fact that an occasional 
shuffle in clique membership occurs no more changes the nature 
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of the powers exercised by members than did the occasional dis- 
placement of a baron and his replacement by a more successful 
man-of-war in the middle ages. 

Nevertheless there is good reason to believe that cooptation 
is on the way out as a system of social organization, although 
we shall probably decide to separate out and keep the price 
calculus, with which it often seems inextricably confused, as an 
instrument of social accounting. What is taking the place of 
private enterprise? Here Latin American economics has the 
advantage of a grandstand seat at the new installation ceremon- 
ies, for if I am not mistaken it is precisely in such connections 
as the Gillette Committee investigation of coffee manipulation 
that the new laws, institutions, controls, and public restrictions 
which will complete the democratization of American society 
are being worked out. At this point I want to return to Acierto’s 
article, to note some of the proceedings of this new constitutional 
convention in detail. 

4. The economic reforms urged by the Gillette Committee, 
like those which are slowly but surely enacted everywhere in 
the Americas these days, are of the nature of controls over 
private economic prerogatives instead of public annexation of 
these prerogatives. Acierto reports that the Committee recom- 
mends that the New York Coffee and Sugar Exchange be 
covered by the Commodity Exchange Act; that gains from 
speculation be subject to taxation; that adequate crop reporting 
be set up; and so on. I think there is good reason to believe 
that in many cases this type of indirect socialization—resulting 
in what economists call a “mixed economy” — will suffice to 
democratize the economy, and that outright public ownership 
and direction by Congress will be unnecessary. There are two 
reasons for this belief, both related to the civilization-building 
in the new world to which we all realize our economic arrange- 
ments, including the market system, must in the last analysis 
be subordinate. 

In the first place, just as it is absolutely necessary, if culture 
is to grow and flourish, that some occupations and functions be 
put under public surveillance and control, both because absolute 
power corrupts and because two heads are better than one, it 
is also absolutely unnecessary that all activities be “publicized’”’ 
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in this fashion. The decision whether or not to put any given 
art, craft, science, or industry, or any part of any of these, 
under public supervision can be made on wholly cultural grounds. 
We do not know the precise answer in every case, of course. 
But in general we know that heavy industries should be under 
rather close supervision, since they are so important or “key” 
to the whole industrializing and civilizing effort, while art (for 
instance) does not require exactly this sort of treatment. Not 
that art can be just “let alone” and expected to flourish; on the 
contrary very elaborate provision must be made if it is to flourish. 
This is why the public establishes schools and scholarships, 
galleries and museums; why the maintenance of full employment 
is indirectly so healthy for ‘the arts, since only at full employ- 
ment levels will there be the audiences and the markets for drama, 
painting, ballet on which these depend for recruitment, innova- 
tion and progress; why in some cases the nature of the art-form 
requires its collective purchase by the public through the govern- 
ment, as in the case of murals and many types of architecture. 
Nevertheless in a general way it can be said that painters (and 
small businessmen) can operate relatively “privately,” while 
nothing of the sort can be said of steel directors and railroad 
managers. It all depends on the activity involved. For this kind 
of reason we need not look for outright socialization in most 
fields of production and resource-allocation; on the contrary we 
should expect the kind of devices Acierto mentions, ranging from 
procedures of registration and publicity to progressive taxation 
programs which prevent the ill-gotten profits of speculators from 
concentrating power in their hands or, what is even worse, so 
magnifying idle savings as to bring on that stagnation of ex- 
penditure—‘‘depression”—which, next to war, is the most fear- 
ful calamity culture-building still has to face. To do the job 
which has to be done these indirect devices are all we need in 
many fields. 

The second reason our inter-American economic revolution 
‘an stop short of socialism relates to the enlightenment and 
general intellectual maturation which have accompanied the 





4 The pun is intentional. Public control and public information are very 
closely connected, which is why education is compulsory in democracies. 
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growth of science and culture in the past two hundred years. 
Economic and social science have been so widely diffused that 
they have even penetrated the halls of the high and mighty, and 
top-ranking executives, men who in former ages did not even 
know how to read, have become acquainted with the ideas of 
Ortega and Dewey and Keynes, perhaps in the pages of Fortune 
or the reports of the Committee for Economic Development. I 
do not want to over-estimate the sense of responsibility of our 
corporate leaders; there are many indications that they have no 
clearer conception of the national interest than do the leaders 
of the State Department whom Acierto so rightly debunks. But 
I do not think they in the long run can escape the general drift 
of secularization and modernization, and this is another reason 
for expecting the social control of business to be part govern- 
mental and part self-control, giving us a “mixed economy.” At 
the very least I will say this: if we do not get responsible admin- 
istrators of production (culture-building) from the ranks of 
businessmen we will not get them, since there is virtually no 
other source. Either our executive class will feel the power of 
the new ideas, will grasp the logic of civilization-construction, or 
we're all in the soup: our manpower resources are limited. 
Perhaps I have said enough to indicate my reasons for be- 
lieving that we are in the midst of replacing the system of free 
or oligarchical enterprise with a new system, employing a host 
of varying instrumentalities, of public enterprise. Let me just 
add that the investigatory phase of bringing order into the 
coffee industry is just one part of the total process. The Pan- 
American conferences and high commissions, the labor move- 
ments in all the Latin and North American countries, the Point 
Four program, the international tuna and wheat agreements, the 
Export-Import Bank, the I.T.O., the establishment of the Na- 
tional Coffee Department in Brazil, the New Deal, the Fair Deal, 
the Welfare State—all of these have their meaning ultimately 
as obstetricians, nurses, governesses, and guardians for the 
new American civilization now a-building. In them vested inter- 
ests abound and many even become crystallized and institutional- 
ized ; but there is a gradual socialization of these vested interests 
themselves. For in the long run the spread of the idea of truth- 
and-beauty-building is irresistible. I have before me an account 
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of the assumption of the dictatorship by Oscar Benavides in 
Peru in 1933. “The radical opposition was suppressed,” the 
author writes, “and. efforts were made to counter-act radicalism 
by the extension of social reform activities.” Is not this the 
story of civilization, the story of the containment of Stalinism 
by Marshall Plans to which I have already referred? First the 
discontent; then the radical opposition, perhaps with a cure 
that is worse than the evil, a method for eliminating the damage 
to culture which is more lethal to culture than the established 
institutions opposed; then the inauguration of social reform 
activities by the entrenched vested interests, the incorporation 
of the socialist platform, tried in the fire of experience, in that 
of the conservatives. Do not misunderstand me. It is never 
as simple as that, nor as quick. Yet something like this has been 
going on, in England, on the Continent, in the United States, in 
Mexico, in Peru, in all of the Americas, in the whole world for 
the hundreds of years since—who was it, the Greeks, or was 
the stone of progress thrown even before them?—since at least 
the twin goals of democratization and culturization were seen 
by Plato and Aristotle as the only real justifications for a com- 
munity’s existence. 

The continuity of democracy and culture hangs in the balance 
today, as it always does. I have already indicated many rea- 
sons why I regard our changing attitude to the price system as 
crucial to saving culture alive out of this precarious situation. 
There is one final reason which refers back to what I have already 
said about our basic mistake in regarding the satisfaction of 
consumers’ wants as the most important business of the com- 
munity, instead of civilization-building. Although it was neces- 
sary to put the matter in the way I did, it should be clear that 
there is no real conflict between want-fulfillment and culture- 
satisfaction. To the extent that consumers’ wants are satisfied, 
civilization itself will flourish; it is hard to imagine how bridges 
can be built on empty stomachs, or professors teach without go- 
ing to the movies or playing bridge. We should give up our 
belief in the price system, therefore, not because it fulfills con- 
sumer wants instead of culture’s, but because this belief stands 
in the way of clear recognition that our present economic ar- 
rangements do not do an efficient job on either (inseparable) 
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count. By considering the private enterprise system as a price 
system, or as a supply-and-demand or consumer sovereignty 
system, we miss its chief significance: as a complex of arbitrary, 
feudally-derived institutions unsuited to the solution of modern 
problems. In a sense, we have always tackled the problem from 
the wrong end. Starting from the standpoint of the individual 
consumer, we forget not only about the cultural problem but we 
even forget that the price system does not even satisfy individual 
wants; in fact that it does not even pretend to. The price sys- 
tem is responsive to money, not wants; the free interplay of 
supply and demand in a competitive market is perfectly con- 
sistent with the satisfaction of no wants whatsoever, if the dis- 
tribution of income is such (as it is in the Americas) effectively 
to exclude the overwhelming majority of the population from 
purchase. But we have to start from the end of culture to see 
this; otherwise, we note that no want (defined as purchase) is 
unsatisfied, that, in other words, wherever there has been a pur- 
chase there has been a sale; that, to put it the other way, each 
and every want (defined as purchase) is satisfied; and conclude 
that all is well. Only serious concern for the fate of culture 
can break this vicious circle of tautologies. 

Once the intellectual log-jam is dynamited by a scandal, com- 
placence as to the automatic, impersonal satisfaction of wants 
disappears. This is the explanation of Acierto’s concern with 
the Latin American distribution of income in his article. U. S. 
citizens would not have been so disturbed by the “coffee grab,” 
he points out, “if they could feel that the poorly paid members 
of the industry had profited from the scandalous rise in prices, 
but all the evidence was that the profits had accrued to a differ- 
ent sector of the industry.”” One good look at any price, ‘“‘com- 
petitively” determined or not, reveals patterns of distribution 
never intended by the consumers “sovereign” in the industry. 
Let us note, however, that even here the typical failure to put 
first things first—that is, to think of economic arrangements as 
subordinate to civilization-building — prevents Acierto from 
making out as strong a case against the scandal as he might. He 
should say that this warped distribution of profits is inefficient, 
that it does not go into improving the standard of living of the 
workers on whose efficient working the continuity of progress 
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depends; that instead it has been channeled to a group who will 
not even reinvest it, to a sector of the industry where it will do 
absolutely no good whatsoever, culturally speaking, and may 
even do serious harm. But Acierto does not spell all this out; 
he seems only to have some vague notion that poorly-paid mem- 
bers of an industry “ought” to get more, have a “right” to more, 
and since this is patently unjustifiable by any larger criterion 
the reader falls back on the only overall principle he knows: 
that competition, the free interplay of supply and demand, 
determines incomes just as accurately and efficiently as it does 
prices (and Acierto has never denied that it does that) and what 
is all the fuss about? If you are going to depart from belief in 
“free” determination of prices and incomes you must depart 
all the way; acceptance of one allocation by competition and 
rejection of another must inevitably seem captious and capricious. 
The feudal institutions of ownership and political control which 
perpetuate the situation in Latin America Acierto complains of 
no different in kind from those which enter into the competitive 
markets whose judgments as to production and distribution 
Acierto apparently accepts without question. This basic con- 
tradiction is involved, I think, in all attempts at economic reform 
in the Americas today, and that is the reason action programs 
are indecisive. We think we want to get rid of the supply-and- 
demand (usurped authority) system; but then, on the other 
hand, we are not so sure. 

Let me conclude this already overlong article by reference to 
the annual report for 1949 of one of the most important U. S. 
companies operating in Latin America. I mean the Standard Oil 
Company of New Jersey. “Jersey believes,” according to the 
board of directors, “that it is of utmost importance that govern- 
ments and business address themselves to the task of facilitating 
trade among nations. If the people of the world are to have the 
best opportunity to improve their living standards, international 
commerce must be developed on a multilateral basis, free from 
the artificial barriers that exist at present.” 

There can be no doubt that the Jersey directors are right in 
believing that the freeing of trade is of the utmost importance. 
Not only is it the way to improve living standards: culturally 
multilateral trade is the “melting pot” of techniques, ideas and 
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art-forms, the process of anthropological “borrowing” and lend- 
ing which is the very essence of the growth of civilization. The 
real meaning of trade is the Riveras which hang in U. S. living 
rooms, the Studebakers driven in the streets of Buenos Aires, 
North Americans reading South American poets over their cof- 
fee and South Americans attending Chaplin movies in air- 
conditioned buildings designed by Frank Lloyd Wright. Today 
we are cementing inter-American solidarity with the best social 
paste ever devised, the acquisition and use of a common tech- 
nology and a common culture. It is up to us to convince the 
Standard Oil Company of New Jersey and many, many other 
people that to complete this great civilizational work and pre- 
serve it from interruption in the meanwhile requires going a 
great deal beyond making currencies convertible and leaving 
rotten-borough corporations to be guided by consumer sover- 
eignty and supply-and-demand, that above all it requires a hem- 
isphere-wide redistribution of income as part of a hemisphere- 
wide democratization of economic power and decision-making. 

Convincing directors and politicians, as any minority stock- 
holder or voter knows, is a hard job; nevertheless, I am con- 
vinced that such conviction is possible. But first we must clear 
our own minds. Our belief in the free price system, in the 
“automatic” determination of production and consumption, must 
go. We must get out of the habit of taking prices and incomes 
for granted and into the habit of creating prices and incomes to 
do our bidding, to accomplish our civilizational goals. Latin 
American economists must learn to be satisfied not when any 
price, cost, or income payment is right, or reasonable, or legiti- 
mate, or competitive, but only when it is functional in the culture- 
process. If this mental revolution can be effected, the rest, 
including the establishment of real popular sovereignty in the 
market, will be easy. 
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By Mee Zridenfel 


Simultaneously with the establishment, on March 9, 1942, of 
the Anglo-American Caribbean Commission, a joint regional 
body set up by the Governments of Great Britain and the United 
States to deal with both the immediate and long-range problems 
of their Caribbean possessions, Germany launched a powerful 
U-boat campaign against Allied shipping in the Caribbean, which 
threatened to starve out the islands by cutting off the supplies 
of imported foodstuffs and paralyze the entire life of the region 
which is largely dependent on sea-borne communications for the 
export of its agricultural products. The problem was one of 
keeping the territories supplied with sufficient food and other 
essential supplies so as to prevent the health and morale of the 
civilian population from deteriorating to the point where it would 
constitute a threat to law and order, and, at the same time, 
enable the Allies to enforce their Caribbean shipping policy which 
emphasized the minimum use of shipping in the area. During 
the peak of the U-boat warfare in the Caribbean, the shipping 
situation became critical. The United States Section of the 
A. A. C. C. was informed by the Navy Department that it could 
expect only one out of every two ships bound for a Caribbean 
port to arrive at its destination.!. The Caribbean could not count 





*This paper is part of a larger study prepared for presentation as a 
doctoral dissertation at New York University. 

1Charles W. Taussig, “Regionalism in the Caribbean,” Department of 
State Bulletin (Washington, D. C., May 30, 1948), Vol. XVIII, No. 465, 
p. 691. 
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on a diversion of vessels from other more essential theatres of 
operations. Only by making greater and more effective use of 
the existing local transport facilities and improving and develop- 
ing new routes and forms of communications could the situation 
have been improved. 

To determine the extent of the emergency and the necessary 
steps required to cope with the situation, the members of the 
United States Section of the Commission, together with Mr. 
Sydney Cain, member of the British Section, visited the British 
and United States possessions following the close of the Commis- 
sion’s first meeting, held in Trinidad in March, 1942. Their 
findings revealed the gravity of the situation and pointed up the 
need for a concerted approach to the problem of stockpiling ade- 
quate supplies of food which would have left the islands prepared 
for any contingency. As a consequence, the A.A.C.C. convened 
a conference of supply officers of the British and United States 
territories in the Caribbean, in Kingston, Jamaica on May 15-18, 
1942, to consider the problems confronting them in their efforts 
to maintain a steady flow of supplies to the Colonies. 

At the outset, Canadian participation in any program worked 
out was invited in view of her close ties with the West Indies. 
The Conference recognized that, with the possible exception of 
Jamaica, British Guiana, and Trinidad, none of the territories 
could even meet their most elementary and basic needs through 
their own efforts without the help of imported foodstuffs and 
other essential items. It was agreed that the major share of 
the import requirements of Jamaica and a portion of the islands 
in the eastern group should be taken care of by a steamship 
service which was to be organized by Canadian and Jamaican 
authorities. The United States agreed to assume full respon- 
sibility for supplying the needs of Puerto Rico and the American 
Virgin Islands, and meet as much as possible the deficiency in 
required tonnage for the British Colonies. Local authorities 
were assigned the task of promoting the increased production 
of local supplies thereby reducing the need for imports.? 





2 Anglo-American Caribbean Commission, Sugar and the Caribbean Prob- 
lem for 1942-43-44, A Report to the President of the United States Section 
of the Anglo-American Caribbean Commission (Washington, D. C., Sep- 
tember 28, 1942), p. 52. 
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The Secretary of State for the Colonies advised the Conference 
that His Majesty’s Government approved, in principle, the crea- 
tion of a single supply organization to handle procurement mat- 
ters for all the British Colonies. The Conference approved this 
recommendation and, as a result, the British Colonies Supply 
Mission, which absorbed many of the functions of the Colonial 
Supply Liaison, was established in Washington, D. C., to co- 
ordinate the handling of supplies for the British West Indian 
islands.* 

After a lengthy consideration of Items (6) and (7) on the 
agenda which provided that the meeting was: “to consider the 
advisability of establishing emergency caches of concentrated 
foods and practical methods of acquiring the stocks,” and “the 
feasibility of an emergency supply route through Cuba, Haiti, 
Santo Domingo and Puerto Rico to serve the Eastern Caribbean 
and possibly Jamaica,’* the Supply Officers Conference an- 
nounced its approval of the proposal that emergency food caches 
be established to be used in the event the islands were completely 
cut off from their overseas sources of supply.® 

The A.A.C.C. requested the War Department to undertake a 
survey of the proposed supply route which was to facilitate the 
installation of a system of strategically placed stockpiles of food. 
The U. S. Army Engineers, Caribbean Office, which conducted 
the survey, reported, on July 6, 1942, that the plan was practical 
and recommended that the road between Port-au-Prince, Haiti, 
and San Pedro de Macoris, Dominican Republic be used. Two 
days later, the Under Secretary of War informed the Commission 
that: “the Survey for a Highway across Haiti and Santo Domingo 
has been approved by the Caribbean Command, by General 
Somerville and by me.” ® 

The Navy Department, likewise, expressed its approval of the 





3 Anglo-American Caribbean Commission, Report of the Anglo-American 
Carribean Commission for the Years 1942-1943 (Washington, D. C., p. 21. 


4 Anglo-American Caribbean Commission, Sugar and the Caribbean Prob- 
lem for 1942-1943, p. 56. 

5 The Daily Gleanor, Kingston, Jamaica. May 18, 1942, p. 1. 

6 Anglo-American Caribbean Commission, Sugar and the Caribbean 
Problem for 1942-43-44, p. 47. 
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Commission’s efforts in pushing plans for the immediate open- 
ing up of the land water route.” 

Mr. Taussig appointed a special committee which consisted 
of Mr. Abe Fortas, Under Secretary of the Interior, Mr. Coert 
du Bois, Captain A. B. Anderson, U. 8S. N., and Mr. Sidney de la 
Rue, Caribbean Office, Lend Lease Administration to be avail- 
able for consultation in reference to problems which arose in 
the course of organizing the highway.® 

Mr. Thomas MacDonald of the Public Roads Administration 
proposed, with the active support of Governor Rexford G. Tug- 
well, a highway scheme which, they felt, would have had post- 
war possibilities for commercial and tourist development as well 
as a war-time utility. They envisaged a West Indies Highway 
of three ferry passages: Florida-Cuba; Cuba-Haiti; and Santo- 
Domingo-Puerto Rico. This proposal was considered but not 
accepted in toto. 

Freight began to move over the “Hispaniola Highway” in 
October, 1942.!° The first section of the “Emergency Land Water 
Highway” was a shuttle service between Florida, the Gulf ports 
and Habana, Cuba. From there, freight was moved by rail 
carrier to Santiago de Cuba. A small boat service picked up the 
cargo at Santiago de Cuba and ferried it across to Port-au-Prince, 
Haiti; from which point it was moved by truck to San Pedro de 
Macoris, Dominican Republic. The final leg of the journey was 
made by small boat from San Pedro de Macoris to Mayaguez, 
Puerto Rico. Jamaica was serviced by way of a branch shuttle 
operated between Santiago de Cuba and Port Antonio, Jamaica, 
a distance of 120 miles. 

It became necessary to enter into special arrangements with, 
and extend aid and forward specialized supplies to, the in- 
dependent Caribbean republics which were not members of the 
Commission but who had been invited to join in the shuttle 





8 Ibid., p. 48. 

9 Rexford Guy Tugwell, The Stricken Land (Doubleday & Co., Garden 
City, New York, 1947), p. 183. 

10 Anglo-American Caribbean Commission, Report of the Anglo-Ameri- 
can Caribbean Commission for the Years 1942-1943 (Washington, D. C.), 
p. 17. 
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project. Cuba, Haiti, and the Dominican Republic agreed to 
forego collecting customs revenues on freight traveling via the 
highway. Provision was made to adjust railroad rates and 
services to the peculiar requirements of the shuttle system. In 
order to enable Haiti and the Dominican Republic to participate 
effectively in the program, the United States made available to 
them scarce supplies of tires and automotive equipment which 
were not obtainable locally. Material assistance was rendered 
the cooperating countries by improving and maintaining roads 
and enlarging certain essential port facilities. 

The program of storing away at strategic locations supplies 
of food for use in the event contact with the outside world was 
severed, was inaugurated as part of the “Emergency Land- 
Water Highway” project. A revolving fund of $25,000,000, ob- 
tained from the Office of Lend Lease Administration on a reim- 
bursable basis, was used to meet the costs of the stockpiling 
operations.'! By July, 1942, the Agricultural Marketing Admin- 
istration which had the responsibility for procuring and dis- 
tributing the cached supplies had accumulated a sizable stockpile 
at Santiago de Cuba, well placed under the protective guns of 
nearby Guantanamo Naval Base. Smaller stockpiling stations 
were set up at Port-du-Prince, Haiti, and San Pedro de Macoris, 
Dominican Republic. 

The plan contemplated the presence at all times of substantial 
stores of foodstuffs in the stockpiles for immediate use in the 
event of an emergency while maintaining a steady flow of supplies 
moving eastward. This system of replenishing the stockpile at 
regular intervals reduced spoilage and made it possible for the 
territories to receive the supplies while they were still fresh and 
unaffected by the high temperatures prevailing in the region. 
The conveying of supplies both over the Highway and for stock- 
piling purposes was, as far as the water-borne phase of the pro- 
gram was conceived, largely a small craft operation. Servicing 
the stockpiling program on its various routes was a fleet of 7 
steamships, 8 motor vessels, 9 schooners and 1 barge with a com- 
bined capacity of 9,226 tons. Of the 25 vessels employed, 10 





11 Ibid., p. 17. 
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were of Cuban registry, 7 Jamaican, 6 Dominican and 2 sailed 
under the flag of Canada.'* 

The original plans of the stockpiling program called for laying 
away 20,000 tons of supplies worth approximately $5,700,000 
to serve the needs of Puerto Rico and the American Virgin 
Islands. However, the British territories were free to draw on 
the accumulated supplies if they agreed to meet their propor- 
tionate share of the costs.1* By the time the program was 
terminated, the amount of food supplies which had passed over 
the “Hispaniola Highway” for distribution through the various 
stockpiles exceeded considerably the initial figure. Between 
July, 1942, and October 23, 1943, a total of 32,808 short tons of 
essential food supplies were collected for stockpiling and dis- 
tribution. Puerto Rico and the Virgin Islands received more 
than 57% of this amount with the remainder going to the Brit- 
ish Islands.'* Through the stockpile at Santiago de Cuba, which 
was the largest one in operations, a total of 28,922 tons of sup- 
plies were distributed. Of this amount, 15,773 tons were sent 
to Puerto Rico, and Jamaica obtained 8,495 tons.!° Traveling in 
the opposite direction over the Highway, went 1,500,000 tons of 
Cuban sugar consigned to the United States and Canada.'® With 
the resumption of normal communications following the removal 
of the U-boat menace in the Caribbean, it became possible to 
discontinue operations of the “Emergency Land Water High- 
way” and the stockpiling program by August 1, 1943.17 

The “Emergency Land Water Highway” eliminated the nec- 
essity of 800 miles of water travel and provided safer transpor- 
tation for freight shipped from the mainland to the Caribbean. 





12 War Food Administration: Office of Distribution, Report of Opera- 
tions of the Caribbean Emergency Program; July, 1942 to December, 1943 
{March, 1944), p. 4. 

13 Anglo-American Caribbean Commission, Sugar and the Caribbean 
Problem for 1942-43-44, p. 55. 

14 War Food Administration: Office of Distribution, Report of Opera- 
tions of the Caribbean Emergency Program; July, 1942 to December, 1943 
p. 4. 

15 Anglo-American Caribbean Commission, Report of the Anglo-American 
Caribbean for the Years 1942-1943, (Washington, D. C.), p. 17. 

16 Tbid,, p. 16. 

17 Tbid., p. 17. 
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It enabled the greater use of schooners and other small craft 
which could not be utilized for long hauls and which were not 
being employed to their fullest capacity. The Highway was not 
feasible for peace time purposes since it was much more expen- 
sive than the regular route. In normal times, Cuban sugar ex- 
ported to the United States goes directly by steamer to the 
eastern seaboard refineries, and American products sent to Cuba 
and other Caribbean points generally go from the east coast 
ports straight to the port of consignment. As a rule, neither 
artery of commerce goes by way of the Florida ports which 
would add to the cost of the product by affixing railroad haulage 
fees. The Highway was primarily a military project which ren- 
dered considerable service to the United States Navy by reducing 
the need for convoys and, in the event, the shipping situation in 
the Caribbean had deteriorated, rather than improve, as it did, 
the land water shuttle could have served as a palliative for the 
dangerous situation which would have developed. 

The shortage of shipping resulting from the severe losses 
suffered by the vessels normally plying the Caribbean routes, and 
the diversion of ships to carrying cargoes to the active war 
fronts accentuated the need for an improved system of inter- 
island communications. The marauding activities of the U-boats 
which played havoc with the British, Canadian and United 
States ships serving the area made it increasingly difficult for 
the islands to obtain their imported foodstuffs. Vessels were 
not permitted to make calls at certain small islands; other places 
were visited less frequently by large ships making their custo- 
mary scheduled runs. As a result, the territories became more 
dependent on one another for their food. 

To evaluate the shipping situation, which was in an almost 
constant state of flux and charter a course of action taking full 
cognizance of the military and civilian needs of the Caribbean 
area and how they related to each other, an informal Caribbean 
Shipping Review Committee was established. The committee, 
which held its meetings monthly, was made up of representatives 
from the British Colonies Supply Mission, the Canadian Legation, 
the Canadian Shipping Board, the British Food Mission, the 
British Merchant Shipping Mission, Office of Lend-Lease Admin- 
istration, War Shipping Administration, Division of Territories 
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and Island Possessions of the Department of Interior and the 
A.A.C.C.18 

The serious Caribbean shipping situation made the plight of 
the smaller, more isolated islands, particularly in the Eastern 
group, desperate. They found themselves unable to secure suffi- 
cient ship space to supply their barest needs. The United States 
Navy convoy system which had been functioning since May, 
1942, did not exfend to these out of the way places which had 
no special military value since few military installations were 
located there and their contribution to the war effort was neglig- 
ible. This situation compelled the introduction of a system of 
feeder lines by which freight consigned to Barbados, British 
Guiana, Trinidad and the Leeward and Windward Islands was 
deposited at central points for trans-shipment. All but one of 
the islands in the Leeward and Windward groups were supplied 
through Barbados. The single exception was Grenada which 
received its supplies by way of Trinidad.'® 

The added need for trans-shipment of freight consigned to the 
smaller islands worked a great hardship on them which they, 
of all the territories in the region, were least able to bear. Trans- 
shipment meant additional expenses of shipping, storage and 
handling, and the extra handling lent itself to increased oppor- 
tunities for pilferage and theft. These extra costs were re- 
flected in the higher prices paid by the islanders for the essential 
commodities they were compelled to buy. Not only were the 
prices higher but the commodities took a longer time in getting 
to their destination and were frequently spoiled or damaged in 
transit. As a result of the drastic curtailment of direct sea- 
borne communications with the smaller territories and the in- 
stitution of the system of trans-shipment the cost of each ton of 
cargo imported was increased substantially varying from island 
to island :*° 





18 Tbid., p. 25. 

19 British Colonies Supply Mission, Report of Proceedings of Meeting of 
Supply Officers from the British West Indies, British Guiana, British 
Honduras and Bermuda, Held in New York 20th to 24th June, 1944, 
(Washington, D. C., June, 1944), p. 87. 


20 Ibid., p. 87. 
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St. Lucia $ 9 more per ton 
St. Vincent, Dominica... 10" "7 » 
Grenada via Barbados ~~ *= 
Montserrat _. 1 "7 "7" ”» 
Antigua 2° 7 » 
St. Kitts — ss 
British Guiana via Barbados 13 ” ” ” 


It soon became apparent that the shipping needs of these is- 
lands would have to be satisfied by facilities available locally 
since there could be no question of withdrawing freight carriers 
engaged in transporting troops, raw materials and essential 
military equipment for service in the Caribbean. During peace 
time, normal steamer service was supplemented, particularly in 
the Eastern Caribbean, by a fleet of individually owned and 
operated schooners which are sailing craft having less than a 
14.5 foot draft.*! Conditions in the schooner trade were de- 
plorable and a very real danger existed that schooners would, 
in the near future, become a historical memento. Schooner serv- 
ice was unreliable and chaotic. Competition among the schoon- 
ers which were engaged primarily in transporting charcoal, 
wood, fruit, agricultural lime and vegetables, was keen and un- 
healthy thereby forcing freight rates down to a ruinous level. 
The earnings of the schooners were so low that the margin of 
profit available did not permit the operators to pay adequate 
wages, provide for proper maintenance, make necessary repairs 
and put aside a reserve for depreciation and replacement. The 
low wages paid and the unsatisfactory living conditions aboard 
the schooners did not always attract the most desirable or stable 
labor element. Sailing schedules were erratic, pilferage was 
widespread, cargoes were handled carelessly with the result that 
freight was often delivered spoiled or badly damaged. Schoon- 
ers deteriorated rapidly and new ones were rarely built. Asa 
consequence, the more profitable trade was lost to the schooners 
which could attract only the smaller, poorer shippers. This set 
in motion a vicious cycle in which poor service drew a poor trade 
which resulted in still poorer schooner facilities. 


21 Otis P. Starkey, The Economic Geography of Barbados (Columbia 
University Press, New York, 1939), p. 46. 
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When war time conditions made it necessary to withdraw 
many cargo vessels from the Caribbean and the islands in the 
Eastern group, some of which were faced with virtual starva- 
tion, came to be increasingly dependent on inter-island trade 
for the essentials they ordinarily received from outside the re- 
gion, shippers once again turned to the long neglected schooners. 
Schooner traffic assumed a hectic character. Freight rates rose 
sharply absorbing the increased costs of maintenance and opera- 
tions, and the high premium rates of war risk insurance which 
ran as high as 60% per annum, and still left a handsome profit.” 

Competitive bidding for schooner space was severe and opera- 
tors would accept only cargo which was easy to handle and from 
shippers willing to pay the exorbitant freight charges required. 
Non-essential cargoes which paid higher freight rates displaced 
essential freight desperately needed in islands threatened by 
famine conditions. Many schooners would not accept freight 
for islands in the Leeward group because of the high cost of 
handling and storage, and the absence of return cargo which 
forced the schooners to buy ballast, which was very expensive, 
for their trip home. Schooners sent to Trinidad from Barbados 
to pick up cargoes of flour and rice returned, instead, with their 
holds filled with gunny bags for sugar which could not be moved. 
Since no schooner operator wished to make the run to San 
Fernando, Trinidad to take on a cargo of coal oil drums, rural 
Barbados was without fuel for lighting purposes. After a while 
several schooners’ owners were forced to suspend operations 
since they could not pay the very high insurance premiums and 
feared destruction of their craft by enemy U-boats which had 
made it a practice of leisurely destroying schooners by shell fire. 
Failure to obtain necessary gear and fuel for auxiliary motors 
forced others to tie up. Cordage and sail cloth were not avail- 
able and gear sold at prohibitive prices. Warehouses and wharves 
at Bridgetown, Barbados, and Port-of-Spain, Trinidad, which 
served as major shipping points were congested and clogged. 
For a time, nearly all organized activity ceased due to the 
chaotic conditions which prevailed. 





22 The West Indies Schooner Pool, Report of Pool Authority and State- 
ment of Accounts for Half-Year Ending June 30, 1943 (Advocate Co. Ltd., 
Barbados), p. 1. 
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Several of the Territorial Governments sought to unsnarl the 
almost hopeless confusion and regularize the schooner traffic 
by stepping in and operating their own vessels. The Barbados 
Controller of Supplies had a number of schooners supplying 
Demerara. British Guiana, likewise, had chartered several 
schooners and used them to deliver essential cargoes.”* 

Failure to make the fullest use of locally available small craft 
in coping with the serious shipping situation became the concern 
of the A.A.C.C., the Metropolitan and Territorial Governments. 
President Roosevelt recommended in a memorandum, dated May 
4, 1942, that more effective use be made of the colorful schooners 
writing that: “I am convinced that too little attention has been 
paid to the use of local schooners and sloops now located in the 
islands themselves.” *4 

One of the major subjects considered at the Conference of 
Supply Officers held, under the auspices of the A.A.C.C., at 
Kingston, Jamaica, in May, 1942, was Item (3) on the agenda 
which dealt with plans: 

“to develop an integrated program of control of. schooners, 

steamers, and other craft now registered with the various 

Caribbean administrations or which may be acquired for serv- 

ice in the Caribbean.” *5 

The Conference decided that a central control of schooners 
operating in the area from the Leeward Islands in the north to 
British Guiana in the south be established. It also recommended 
that a system of priorities be inaugurated thus making it possible 
to arrange for capacity loads on each voyage and speed up the 
distribution of freight being trans-shipped through the estab- 
lished central points. Mr. Coert du Bois, member of the United 
States Section of the A.A.C.C., and an inveterate small boat 
enthusiast, was invited to make a survey of the shipping situa- 
tion in the region with a view towards organizing a schooner pool 
organization in the British West Indies. He was also instructed 





23 Ibid., p. 1. 


24 Department of State, The Caribbean Islands and the War; A Record 
of Progress in Facing Stern Realities (Washington, D. C., 1943), p. 25. 


25 Anglo-American Caribbean Commission, Sugar and the Caribbean 
Problem for 1942-43-44, p. 56. 
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to study the possibilities of undertaking a schooner construction 
program in the Caribbean.?°® 

As a result of Mr. du Bois’ efforts, the West Indies Schooner 
Pool was organized and registered as a corporate entity under 
the laws of Barbados by virtue of the Defense (Schooner Pool 
Authority Incorporation) Regulations, 1942, proclaimed by the 
Governor of Barbados on November 16, 1942.°7 Original mem- 
bers of the Pool were the Governments of Barbados, Trinidad, 
British Guiana and the Leeward and Windward Islands with 
membership open to private owners of schooners. Defense 
regulations similar to the one proclaimed in Barbados were 
passed in British Guiana, Trinidad, Leeward Islands and in each 
of the Windward Islands giving the Colonial Authorities the 
power to organize and regulate schooner traffic.*° 

Under the provisions of the operating plan for the Pool, the 
office of Pool Authority, with headquarters in Barbados, was 
established to serve as director and general manager of the 
agency. Together with the Authority, who was designated by 
the Governor of Barbados, a Schooner Pool Advisory Board, 
composed of one representative from each member government 
appointed by the Governor of the respective Colony, was created 
to serve in an advisory capacity to the Authority in reference 
to any matter requested by him. The powers delegated the 
Authority were very broad and almost limitless. Under the 
terms of Article 3, the Authority could enter into agreements 
with the Governments of any West Indian Colony (excepting 
Jamaica) and the Government of British Guiana with respect: 
(a) to requisitioning schooners, which were considered to be 
any craft customarily used in inter-island trade irrespective of 
how rigged or driven, by such Government with the intention 
of transferring them to the Authority; (b) to the operation of 
schooners so acquired under the sole control of the authority 


26 Ibid., p. 54. 

27 Barbados, Proclamations, Orders and Regulations for 1942 (Advocate 
Co. Ltd., Barbados), pp. 582-586. 

28 For a sample specimen of the regulations which were alike in all the 
islands see: St. Lucia, Defense (Schooner Pool Agency) Regulations, 1943, 
March 6, 1948, No. 11, in St. Lucia, Ordinances and Statutory Rules and 
Orders for 1943 (Castries, St. Lucia, 1944), pp. 241-142. 
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and (c) to the financial contribution each Colony was to make 
to the Authority and the method of apportioning expenses. The 
Authority could make arrangements with schooner owners, 
whether requisitioned or voluntarily, to charter or operate their 
schooners or vessels, determine the freight charges to be paid 
operators and build or purchase schooners. He could organize 
schooner traffic in the area, and between the islands (excepting 
Jamaica) and the United States. Under the terms contained in 
the articles of incorporation, the Authority had the power to 
determine the value of schooners, insure vessels, masters and 
crews operating under his control against risk, fix the rate of 
profit and remuneration of vessel owners, captains and crews 
and disburse same. In the event of total loss suffered by the 
schooner owner as a result of enemy action, the Authority ar- 
ranged to indemnify the owners and made provision to compen- 
sate crew members or their dependents in case of death or injury 
sustained while serving aboard a schooner. The Authority or 
port agents, by virtue of the authority delegated to them, could 
issue licenses for sailing. It was the responsibility of the Pool 
Authority to purchase gear and material and make it available to 
the schooner operators. Finally, the Authority appointed and 
fixed, subject to the approval of the Advisory Board, the rate 
of commission of the local agents. At the time of dissolution the 
Authority was directed to divide the property and assets of the 
Pool among the member Governments in proportion to the 
amount of money contributed by them to the Authority. 

Captain S. H. Trew, an American citizen, was released as 
New York Port Captain by the Standard Fruit Company to 
accept appointment as the Port Authority. Captain Trew took 
up his post towards the end of 1942, and served until 1945, dur- 
ing which period he organized and directed the Pool and schooner 
traffic in the Eastern Caribbean. 

Schooners began to enroll soon after the publication of the 
operating plan. Although the Pool could, under the powers 
delegated to it by the defense regulations in effect in the Colonies, 
compel compliance with its program, there was no need to resort 
to coercion in order to get schooner operators to affiliate with 
the Pool. They joined voluntarily and freely even though there 
was ample trade available at higher freight rates than could be 











88 INTER-AMERICAN ECONOMIC AFFAIRS 


obtained within the pool system. Membership enabled ship own- 
ers to purchase desperately needed stores and gear which the 
Pool, in cooperation with the British Colonial Supply Mission, 
obtained through bulk purchases made in the United States. 
The Schooner Pool provided numerous protective benefits which 
schooner owners operating outside the system could not benefit 
from. 

In order to.set up a working fund which would underwrite 
losses incurred in the operations of the Pool, the participating 
governments made the following capital contributions :*9 


Funds Authorized Amount Paid Up 


Barbados $48,000 $2,400 
Trinidad __. 48,000 2,400 
British Guiana . 48,000 2,400 
Windward Islands 28,800 1,400 
Leeward Islands - 19,200 960 


The amount actually contributed by the Colonial Governments 
was eventually returned by the Authority since there was a 
surplus of Pool revenues. In the event the Pool losses had 
exceeded the sum originally authorized, the Colonial Office had 
informed the local Governments of its readiness to make up the 
difference.*° 

All of the Pool’s administrative and operating expenses were 
financed by the collection of a Pool Differential of $2 which was 
paid for each ton of cargo carried by schooners enrolled in the 
Pool.*! 

Since the Pool was intended to serve as a temporary, emer- 
gency measure until the return of normal shipping conditions, 
the Authority organized a small, decentralized, inexpensive ad- 
ministrative machinery which could be disbanded easily and 
quickly. Space was rented in the office of Messrs. Robert Thom 





29 The West Indies Schooner Pool, Report of Pool Authority and State- 
ment of Accounts for Half-Year Ending June 30, 1943, p. 7. 

30 British Colonies Supply Mission, Report of Proceedings of Meeting of 
Supply Officers from the British West Indies, British Guiana, British 
Honduras and Bermuda held in New York 20th to 24th June, 1944, p. 22. 

31 The West Indies Schooner Pool, Report of Pool Authority and State- 
ment of Accounts for Half-Year Ending June 30, 1943, p. 1. 
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Ltd., shipping agents in Bridgetown, for housing the Pool head- 
quarters. The services of the company’s office staff were en- 
gaged by the Pool to take care of its clerical work thus obviating: 
the necessity of assembling an experienced office staff for which 
there was only a part-time need. The only full-time, paid em- 
ployees of the Pool were the Authority and a retired schooner 
captain and owner who was hired to serve as Liaison Officer be- 
tween the schooner operators and the Authority.** 

Ordinarily schooner operators are represented by local agents 
who obtain cargo and attend to all their shore business for which 
the port agents receive a fee of 5% of the freight receipts. The 
Authority permitted the schooner operators to engage the agents 
they normally did business with or retain new ones, if they chose 
to do so. This enlisted the support of the agents and made it 
possible to utilize existing facilities and personnel without build- 
ing up an expensive new set-up for which there was no adequate 
personnel available and which would have duplicated the work 
of the local agents. The Pool had a network of port agents operat- 
ing in Georgetown, British Guiana; Port-of-Spain, Trinidad; 
St. George’s, Grenada; Kingston, St. Vincent; Castries, St. Lucia; 
Rosea, Dominica; St. John’s, Antigua; Bassetere, St. Kitts; and 
Plymouth, Montserrat.** 

The primary function of the Pool was the efficient and speedy 
distribution of cargo from the terminal points. At the beginning 
of the pool program it was found that congested warehouse con- 
ditions at Port-of-Spain, Trinidad, which was being used as a 
trans-shipment point, were delaying the movement of vitally 
needed freight. As a result, Trinidad was abandoned in Decem- 
ber, 1942, as a major distribution point, and headquarters were 
established at Bridgetown, Barbados, which served as the center 
of the Pool’s operations in the Eastern Caribbean for the dura- 
tion of the war. 

The Pool Authority inaugurated a new system of trans-ship- 
ment which reduced to a minimum the delay in moving freight 
out of Barbados. The previous method of segregating and ship- 





32 Ibid., p. 2. 
33 Coert du Bois, “Putting the Northeast Trades to Work,’ The Rudder 
(New York, February, 1944), Vol. 60, No. 2, p. 23. 
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ping cargo on the basis of individual consignees was replaced 
by one which distributed cargo on a territorial basis. Cargo 
arriving in the warehouses at Bridgetown was separated accord- 
ing to the islands they were consigned to. Each of four steam- 
ship agents was assigned the responsibility of meeting the ship- 
ping needs of two islands. Each agent made out a trans-ship- 
ment bill for the entire cargo delivered to him for the islands 
for which he-was responsible and submitted it to the Authority. 
Schooners were then made available, in accordance with the 
needs of the island and the nature of the cargo, to the Agent to 
deliver his freight which was loaded for an island irrespective 
of the markings. While speeding the delivery of cargo, this 
system was defective in that the consignee often received his 
shipment in several installments delivered by three or four con- 
secutive schooners arriving days or weeks apart. 

In addition to its principal task of trans-shipping cargo to the 
smaller islands from Barbados, the Pool organized schooner 
traffic between several islands which made available certain 
badly needed inter-colonial products and services. British Guiana 
supplied Barbados wth much of its wood needed in chocking 
molasses and for use as fuel. The mainland colony also made 
extensive use of schooners in shipping rice, matches, greenheart, 
wallaba poles and shingles to other colonies in the area. 

The 1,504 ton S. S. “Colister” was chartered by the Barbados 
Government and operated.as a shuttle steamer in behalf of the 
Colonial Governments participating in the Pool. The S. S. 
“Colister” was later replaced by the M/VS “Smaland,” a 1,118 
ton vessel. Although both steamers operated within the Pool 
system under rates fixed by the Authority, they continuously 
operated at a loss which was met by the Pool. This was due 
to the lack of cargo available for the return trip to Barbados. 
The “Colister’s” losses amounted to $97,000, and those for the 
“Smaland” were $40,000.*4 

The Schooner Pool sought to regularize and stabilize schooner 
traffic by removing, as far as possible, the elements of risk and 





34 British Colonies Supply Mission, Report of Proceedings of Meeting of 
Supply Officers from the British West Indies, British Guiana, British 
Honduras and Bermuda, held in New York 20 to 24th June, 1944, p. 56. 
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insecurity which characterized the industry during the pre-war 
years and brought it virtually to the brink of extinction. The 
Authority set up a system of compensation for losses and in- 
juries sustained by vessels, cargoes and crews as a result of 
enemy action. The method used by the British Guiana Govern- 
ment in insuring schooners on the basis of $100 for each ton of 
cargo-carrying capacity, was adopted.** This system, quite ob- 
viously, did not represent a true picture of what the vessels 
were actually worth since they did not take into consideration 
age, depreciation, and the quality and amount of gear and equip- 
ment aboard the schooners. However, this was found to be the 
most equitable and workable method, particularly in view of the 
fact that the Pool Differential was levied on the basis of the 
crafts tonnage. Only in the event of total loss was the schooner 
owner paid off. The Authority issued an open policy in the 
amount of 20,000 lbs. to cover, to final destination, shipments of 
cargo which were not already insured. The insurance premiums 
were paid by the consignee.*® In case of death while serving 
aboard a schooner enrolled in the Pool, the Authority paid $400 
to the next of kin.*7 Surviving crew members of vessels lost 
as a result of enemy action received $50 with which to replace 
their lost clothing. 

Most of the schooners had been sorely neglected and were 
badly in need of repairs and necessary equipment which was not 
available locally. In order to enable the schooners to continue 
operating, the United States made available, from Lend-Lease 
supplies, during the period of July, 1943 to December 31, 1943, 
large quantities of gear and equipment, mainly canvas, rope and 
spars, for distribution through the Pool. The large amount of 
equipment received which the Authority could not handle having 
no staff or storage space of its own, was distributed through 
existing local channels. As gear arrived, each recognized deal- 
er was permitted to purchase a proportionate share of the equip- 
ment on hand which he sold at a commission. Both the selling 





35 The West Indies Schooner Pool, Report of Pool Authority and State- 
ment of Accounts for Half-Year Ending June 30, 1943, p. 1. 

36 Tbid., p. 3. 

37 The Barbados Advocate, Bridgetown, Barbados. March 27, 1944, 
Editorial Page. 
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prices and the commission allowed the dealer were fixed by the 
Authority who recovered the balance after the sale was trans- 
acted. Only upon the presentation of a warrant signed by the 
Authority or his deputy could a dealer sell equipment to a 
schooner operator. These warrants were used to check up on 
the possible diversion of equipment to unauthorized schooner 
owners. The dealers became, in effect, the sales agents of the 
Authority in supplying members of the Pool with supplies and 
equipment. 

Pilferage and careless handling of cargo which had always 
been very common, took on serious proportions during the war 
when it often became necessary to take circuitous routes in 
order to deliver cargo. This multiplied the number of steps 
and the frequency of handling thereby presenting many more 
opportunities for filchery. Petty thievery took place all along 
the way: at the loading docks in Britain or the United States; 
at the point of trans-shipment at Barbados; in the warehouses; 
on the lighters and schooners and at the final point of destina- 
tion. The Authority vainly sought to curb this vicious practice. 
Schooner owners, as a rule, tried to evade responsibility and 
make restitutions for losses or damages sustained while in tran- 
sit. The practice of pilferage was encouraged by the ridiculously 
light sentences meted out to those apprehended. Frequently, 
ship owners or warehousemen would refuse to press charges 
and the offenders were released. 

The West Indies Schooner Pool which was initiated and or- 
ganized under the auspices of the A.A.C.C. brought together, 
under the leadership of an American, Captain Trew, eight 
Colonial Governments, schooner owners and shippers into a 
single effort which had as its common purpose the alleviation of 
the critical shipping situation in the Eastern Caribbean, was a 
singularly successful demonstration of practical Anglo-Ameri- 
can collaboration in the area. Suggestions were advanced that, 
taking the Schooner Pool as a model, an effort be made to or- 
ganize a corporate body for the purpose of developing and 
stimulating the fisheries of the Eastern Bahamas.** 





38 Coert du Bois and Hugh B. Griffith, A Working Plan for the Rehabil 
tation of the Eastern Bahamas Fisheries (2), p. 5. 
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Out of an estimated total of 93 schooners active in the Eastern 
Caribbean, 86 craft with a carrying capacity of 7,615 tons had, 
by June 30, 1943, voluntarily joined the Pool.*® At the time, the 
largest schooner in the Pool was 260 tons and the smallest 16 
tons. Their combined value was estimated to have been approxi- 
mately three-quarters of a million dollars.*° During the follow- 
ing year, 1944, Pool activities increased substantially. For the 
first five months, imports arriving in Barbados exceeded by 40% 
the amount which passed through during the same period of the 
preceding year.*! By the end of 1944, the number of schooners 
which had joined the Pool rose to 92 with a combined carrying 
capacity of 8,673 tons.** For the two year period ending Decem- 
ber 31, 1944, the Pool had trans-shipped 39,000 tons of cargo 
which had arrived at Barbados from United Kingdom, United 
States and Argentine ports.** During this period the Authority 
collected revenues totalling $329,725 which were spent in the 
following way: 


Re I nr le 
Administrative expenses ____.. ‘ . 22,684 
Claims _ eee ere h scene a. §©—OeS 
Total expenses ___. oI $139,843 


This left the Pool with a surplus of $189,882.* 

Centering pool activities, first in Trinidad and later in Barbados 
proved a blessing to these islands in the form of increased 
economic activity and employment opportunities. In Barbados 
alone, trans-shipment activities made available $140,000 in wages 
to local labor.*® 

The Schooner Pool, as organized during the war, was never 





39 The West Indies Schooner Pool, Report of Pool Authority and State- 
ment of Account for Half-Year Ending June 30, 1943, p. 11. 

40 Tbid., p. 4. 

41 British Colonies Supply Mission, Report of Proceedings of Supply 
Officers from the British West Indies, British Guiana, British Honduras 
and Bermuda, held in New York 20th to 24th June, 1944, p. 20. 

42 The West Indies Schooner Pool, Report of Pool Authority and State- 
ment of Accounts for Half-Year Ending December 31, 1944, p. 1. 

43 The Barbados Advocate, Bridgetown, Barbados. April 19, 1945, p. 5. 

44 The West Indies Schooner Pool, Report of Pool Authority and State- 
ment of Accounts for Half-Year Ending December 31, 1944, p. 5. 

45 The Barbados Advocate, Bridgetown, Barbados. April 19, 1945, p. 5. 
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considered as anything but an emergency measure and the 
Authority writing in his annual report stated: 

“It should be realized that the Schooner Pool service must 
be considered at its best an unsatisfactory substitute for the 
direct delivery by steamship.” * 

With the withdrawal of the Defense Regulations under which 
the service was created and operated, the Schooner Pool would 
ipso facto cease to exist. There was the danger that the schooner 
trade would, as a result of this, revert to its old state of neglect 
and decline. Captain Trew proposed that, upon the expiration 
of the Schooner Pool, schooner owners be invited and encouraged 
to associate themselves in an organization which would use the 
remaining surplus plus machinery and experience developed dur- 
ing the life of the Pool for the benefit of the schooner trade. 
Together with Captain Trew, the Office of the Comptroller for 
Development and Welfare worked out a plan for a schooner 
owners’ association which would take the place of the Pool.‘ 
Soon after, Captain Trew relinquished his post as Authority to 
a West Indian, Mr. C. L. Cheesman, and returned to the United 
States. 

With the repeal of the Defense Regulations in February, 1946, 
the West Indies Schooner Pool was disbanded. On the 23rd 
of the month, the British West Indies Schooner Owners’ Asso- 
ciation was formally established: 

“to organize schooner traffic in the Eastern Group; to take 

steps for the safety of schooners at sea; to arrange freight 

rates; to promote insurance schemes for vessels and their 
crews; and to arrange for the purchase and distribution of 
ear.” 4 

‘All the member governments in the Pool, with the exception 
of Dominica, agreed to participate in the work of the Associa- 
tion. 

The Association, unlike its predecessor, is a voluntary organi- 
zation dependent on good will and the strong bonds of group 
interest of the schooner owners for its existence and successful 
operations. The Pool’s office in Bridgetown was taken over by 


46 The West Indies Schooner Pool, Report of Pool Authority and State- 
ment of Accounts for Half-Year Ending December 31, 1943, p. 3. 

47 The Barbados Advocate, Bridgetown, Barbados. August 17, 1945, p. 4. 

48 British West Indian Schooner Owners Association, An Outline of 
ItsObjects, Constitution and Rules (Advocate Co. Ltd., Barbados), p. 3. 
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the Association which continue to employ the Pool agents. The 
office of Executive Officer corresponds in all respects to that of 
the Pool Authority. He is appointed by the Association’s Gov- 
erning Body, subject to the approval of the Governor of Barba- 
dos, and is responsible to that Body. The Governing Body which 
is responsible for the execution of the Association’s policies 
consists of from 7 to 10 members who serve for one year upon 
election by the general membership. No Colony may be repre- 
sented by more than one member on the Governing Body. Those 
who drew up the legal documents bringing the Association into 
being served as the Governing Body until its first meeting was 
held in March, 1946. 

At the time the Pool went out of existence, there was a surplus 
of $83,000 remaining to its credit. The Colonial Governments 
of the Eastern Group invested this sum and permitted the Asso- 
ciation to apply the accrued interest towards its recurrent ex- 
penses. Only in very special cases, and then with the express 
approval of all the Governments concerned, could the invested 
capital be used. This capital is intended to serve as a reserve 
in the event claims for damage or injury to schooners or ship 
personnel exceed the amount in the insurance fund. 

The Association meets all of its expenses through the collection 
of dues and fees. Upon acceptance in the Association, schooner 
owners pay an admission fee of $1 and contribute 215% of the 
gross earnings of their schooners. To see it through until the 
members began paying their fees, the Association obtained a loan 
of $5,000, interest free. 

The Schooner Owners Association offers members the benefits 
of an insurance plan which protects the schooner owners against 
total loss, makes provision for restitution in the event of dam- 
age or loss and assists dependents of deceased crew members. It 
has set up a system whereby cargo is allocated in a fair and 
equitable way and freight charges are fixed at a rate which 
insures an adequate return. The Association has inaugurated 
a cooperative scheme for purchasing gear which makes it avail- 
able to members under more favorable terms than if bought 
individually. 

The shipping crisis which developed during the war years 
pointed up certain shipping needs of long standing in the area 
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which could not continue to be ignored. There was an impera- 
tive need for more and faster ships and suitable facilities to 
transport perishable West Indian produce and general cargo 
to and from Europe and North America. Freight and passenger 
rates both in the inter-colonial and external services were ex- 
cessive and discriminatory. During the war, freight and pas- 
senger rates were increased from 60% to 100% above pre-war 
levels. This had the effect of stifling the development of trade 
and commerce and forcing up prices on essential imports. 

The impoverished, more out of the way islands in the Leeward 
and Windward groups were not only poorly served but had to 
pay higher freight rates than those charged more easily accessible 
territories in which there was to be found a greater volume of 
business. On the whole, the smaller islands were neglected. 
There were few direct services operating with any degree of 
regularity between them and European and American countries, 
or even with other islands in the area. Sailings were sporadic. 
Passenger service was difficult to obtain and priced out of all 
proportion to the services offered and in complete disregard of 
the average ability to pay. 

The Comptroller for Development and Welfare in the West 
Indies convened, in July, 1947, a conference on shipping in the 
Caribbean for the purpose of formulating concrete proposals to 
be submitted to the Colonial Governments and the United King- 
dom for consideration and possible action. Recognizing the 
valuable services rendered by the Schooner Pool in helping to 
maintain inter-colonial communication, the Conference urged 
the continuation of the Pool system through the instrumentality 
of the already-existing Schooner Owners Association. It also 
approved the suggestion made by the Governor of Trinidad, 
that all British Colonies adopt uniform merchant shipping legis- 
lation. Specifically, the Conference proposed the inauguration 
of two shipping services subsidized by the United Kingdom 
Government to enable them to operate on rates which would be 
of benefit to the area. The first of these proposed routes would 
be from the United Kingdom to Trinidad and from there to 
Jamaica from which point it would proceed back to the United 
Kingdom. The other would be a U.K.-Barbados-Trinidad-British 
Guiana service with allowance made for stops in the Windward 
and Leeward Islands whenever necessary. 








